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You can start your business trip at Southampton 
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Your fare is payable in sterling, and there are dollar credits available for 
your expenses on board. Thrift season fares now in operation. 


Uniltel Sholee Lines 


SEE YOUR TRAVEL AGENT OR UNITED STATES LINES, 50 PALL MALL, LONDON, 8.W.1 


». youre in 
America 
the moment 
you step 
on board 


In the perfect atmosphere for 


business contacts* 


O OVER the fifty feet of gangplank on to 

the famed “United States” or her running- 
mate the “America” and immediately—you’re 
in America; the glitter, the glamour, the heart- 
warming friendliness and awe-inspiring effi- 
ciency of a sister nation enfold you. 

And if you’re a businessman, here is the per- 
fect atmosphere to lay the foundation of a really 
successful business trip. In informal, friendly 
surroundings, you meet the men who might 
make all the difference. 

There’s fun aboard, too, lots of #. You'll find 
the few days that separate you from New York 
pass all too quickly. 

Make sure that the next time you sail to the 
States, you sail United States Lines, 





* IMPORTANT ! 


Memo to a business man 














There are great advantages to be reaped by 
British businessmen if they travel by United 
States Lines. They have time, first of all, to 
adjust themselves to the American atmo- 
sphere and the American tempo before their 
arrival in New York. 

And, most important, a fresh contact is 
more easily made over a drink in the bar than 
over a desk in Detroit; the people the busi- 
nessman meets may turn out to be more than 
just good friends—they may be useful friends. 
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Men who guide the destinies of the 
world wear Rolex watches 


YOU KNOw their names as you know 
your own. You know their faces from 
a thousand newspaper photographs, 
their life stories from a hundred maga- 
zine articles. You have seen them and 
heard their voices on newsreels and 
on your televisionscreen. Theiractions 
and decisions influence the pattern of 
our lives. 

We cannot mention their names, or 
show pictures of them. It would not 
be fitting to do so,-for they include 
royalty, the heads of states, great ser- 
vice commanders. But we invite you 
to look carefully at the next pictures 
that you see of them, at their wrists as 
well as their faces and clothes. You 
will notice that in almost every case 
they wear a wrist-watch. That watch 
will most likely have been made by 
Rolex of Geneva. 


We are proud of the service given 
by Rolex watches to so many eminent 
men. It is scarcely necessary to point 
out that the performance of these 
watches is, in the highest degree, ac- 
curate and dependable. 





The Rolex Oyster Perpetual Datejust, the 
most remarkable achievement in watchmaking 
today. The extraordinary accuracy of its 
chronometer movement is attested by the fact 
that every Datejust is awarded an Official 
Timing Certificate by a Swiss Government 
Testing Station, with the added distinction 
“Especially good results.”” This movement is 
protected from all hazards by the famous 
waterproof Oyster case, invented by Rolex. It 
is automatically. self-wound by the Perpetual - 
*rotor’”’ mechanism, another Rolex invention. 
This keeps the tension on the mainspring 
constant and makes for even greater accuracy. 
The date is shown on the dial, changing auto- 
matically each night at midnight, and magni- 
fied by a ‘‘Cyclops”’ lens for easy reading. 


5 eB, Kae Det 


1248! gir The Rolex Oyster Perpetual—cul- 
, mination of three Rolex triumphs, 











: .% In 1910 Rolex gained their first ¢ 
; Official Timing Certificate for a 
¥ wrist -chronometer. Now Rolex e 
é have produced 250,000 Officially 
Certified wrist-chronometers— ® ; 
; e three times as many as the rest of : 
c the Swiss watch industry com- ° 
s ’ bined. In 1926 Rolex invented the 
F Oyster case, the first truly water- 
a . proof case inthe world. Therugged 
f and sturdy Oyster protects the 
E - movement, permanently, from .e A landmark 
7 water, dust and dirt. In 1931 Rolex 
7 invented the first “‘rotor” self- ¢ 
winding mechanism. A new refine- in the history of 
* A ROLEX ment of this Perpetual ‘“‘rotor” ° A ROLEX 
e RED SEAL powers the Oyster Perpetual, RED SEAL 
CHRONOMETER silently and automatically, actua- : Time measurement enmmesnderren 


ted by every slightest movement , 
of the wrist. 
a , e - <@>8 a. % e* e e e  — a ee e @ 


THE ROLEX WATCH COMPANY LIMITED (H. Wilsdorf, Governing Director} GENEVA, SWITZERLAND, and { GREEN STREET, MAYFAIR, LONDON, W.L, 
and THE AMERICAN ROLEX WATCH CORPORATION, $80 FIFTH AVENUE, NEW YORK 
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Can the architectural ideas of the raan who 
designed the Queen’s House at Greenwich have 
any possible relationship to modern 
techniques in construction? 
We think so. 

Wallspan is a speedy, labour- 
saving method of outer wall 
construction employing new 
materials to form facades which— * 


z 


while ‘solid, proportionable and 


unaffected’—introduce a new 


atmosphere of light and air 


into workaday buildings. 


What Wallspan is. The weight of modern buildings is borne by 
the structural frame: the outer walls are nowadays a protective 
facade only. Wallspan is a grid of aluminium alloy formed of vertical 
and horizontal members, The grid is bolted to the building’s 
structure. Into it go windows and doors, The wall is then rapidly 
completed with suitable panelling. 

Speed! One man can handle the Wallspan grid members. Joints 
are simple and there is an absolute minimum of fixing components. 
As a result, even multi-story walls can go up in a few days ! 
Beauty! A great variety of infilling panels is available in glass, 
metal and other materials, in numerous textures and colours, So 
your architect has unusual scope for beautiful and functional design. 
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“Sollid, Proporsionable . . . 
Masculine and Unaffected ...”’ 


«~ Inigo Jones (1573-1652) 












Comfort! You can have panelling which gives up to 50 per cent 


better insulation against cold—or against heat—than 11-inch 
cavity brick walls. 


Space! The Wallspan grid need be no thicker than 5 inches; the 


panels no more than half that. That means extra rentable space all 
round each floor. 


Little Maintenance! The beauty of Wallspan is permanent. 
Pointing and painting are done away with. The walls can be kept 
clean by the widow cleaners. 


Why-not have a word with your architect about the possibilities of 
Wallspan for any new building you may have in mind! 


WATT SARR 








CURTAIN WALLING 


WALLSPAN is GOING U 


RELIANCE WORKS - CHESTER 






AL L OVER T H E WorRLD 
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it’s an Angleporse ! 


Lucky man, with his Anglepoise! Clean light from any angle at a 
finger touch doubles reading’s delight, makes writing a pleasure. 
He'll be lucky, too, if he can keep it from Her — with her knitting, 
needlework or dressmaking. 

Anglepoise needs only a 25 or 40 watt bulb and can be seen at 
any store or electrician’s. It costs from 97/7 in Black, Cream or 


Cream-and-Gold. Or you can send for Booklet 35. se i 
‘ (xt For long life and comfort 
Terry Anglepoise is the cleverest lamp A there’s nothing like leather | 


; 
Sole Makers : Herbert Terry & Sons Ltd., Redditch, Worcs (saued by The Dressed Hide Leather Publicity Committes. Leather (rade House. Barter st. WOL i 
Pat. afi countries TASOA 


3% {Woor space saved 25% more desk aren | 





















846 (Fight-for-Six) furniture literally applies time and motion principles to And in addition the desk area of each worker is 25% greater. __ ;; 
the office — whether it is’ for one person Pian NOW for future expansion—decide to make more of existing space, 4 
or several hundred (including sound-proofed 846 (Eight-for-Six) is efficient! It Jooks efficient too! Just write “ 846” g 





offices for senior personnel). Thus eight 
people can work with greater efficiency and 


(Eight-for-Six) on your notepaper and full particulars will be seat by return. 4 
comfort where only six worked before. 2 


sana "5, 


al inten 









@ Send for this fully illus- 


‘ ad trated free booklet showing 
a wide variety of seating plans, Fanon 
ss IZ 
EY 


THE SHANNON LTD., 486 SHANNON CORNER, NEW MALDEN, SURR 
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FOLLOWING THE OUTSTANDING SUCCESS OF THE FIRST SERIES, 


Beginning FEBRUARY 8th 


THE SECOND AND CONCLUDING VOLUME OF THE 


HARRY S. TRUMAN Memoirs 


“The Years of Trial and Hope” 


* “The Battle for control of Atomic 
Secrets ” 


* “The Marshall Plan: ‘One of 
America’s greatest contributions to 
the peace of the world’ ” 


* “ The birth of the Berlin Air Lift ” 


* “ New light on the debate that led to 
N.A.T.O.” 


* “The decision to intervene in the 
Korean War ” 
* “ Quarrels with General MacArthur ” 


* “The Eisenhower telegram that 
angered Truman ” 


WHAT THEY SAID ABOUT VOLUME ONE 


The Times : 

“Every chapter of his book is alive 
because it reveals the two qualities in 
Mr. Truman which struck Sir Winston 
Churchill when they first met at Potsdam 
— His gay, precise, sparkling manner 
and obvious power of decision ’.” 

Time and Tide: (Lord Coleraine) 

“IT do not Know how anyone could put 
down this book without feeling that he has 
been in the company of true greatness.” 


The Sunday Times : 

(Earl Attlee, O.M., C.H.) 

“I hope that we shall see before long his 
account of the latter years of his steward- 
ship.” 


| 


Daily Mail : (William Hardcastle) 

“The Truman: Story will rank among 
the most valuable contributions to the 
history of the period.” 


READ THE TRUMAN MEMOIRS IN 


CheDailp Celegraph 


THE PAPER YOU CAN TRUST 
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110 in the Boiler Shop 


N MATTERS OF sound measurement the 
word ‘phon’ will crop up very often, 
because this is the unit of measurement 

which acoustic engineers use to assess the 
loudness of sounds. 

Let’s look at a few examples of noises ex- 
pressed in terms of phons. A pneumatic 
tool nearby would have a phon value of about 
105, whilst a quiet street gives only 45; in an 
express train the reading would be about 80, 
compared with 20 for a rustle of leaves. In 
a boiler-making shop, the high rating of 110 
makes the noise almost unbearable. 

The human ear compares noises on a log- 
arithmic scale so that a noise of 70 phons 
sounds 50% below one of 80 phons. 

Those examples are perhaps sufficient to 
show the extent to which noise is with us 
most of the time. But sound, like heat, must 
be kept in its place, and much can be done 
in factories and offices to ensure that excessive 
and unwarranted noise is reduced to a rea- 


NEWALLS INSULATION CO. 


. A member of the TURNER & NEWALL ORGANISATION 
Offices and Depots at LONDON, GLASGOW, MANCHESTER, NEWCASTLE UPON TYNE€, BIRMINGHAM, 


BELFAST, BRISTOL AND _ CARDIFF. 


sonable level. The best way to do this is by 
sound absorbing treatment of the walls and 
ceilings because these surfaces intensify noise 
by reflection. By way of example, the normal 
painted plaster wall to be found in many offices 
absorbs only 2% of the sound impinging on it. 

Compare this with a modern acoustic tile 
which has an infinitely higher sound absorp- 
tion. 

Newalls (Reg’d Brand) Paxtile is such a 
product and has a 75% sound absorption 
and combines an extremely pleasing appear- 
ance with the added virtue of being incom- 
bustible and vermin-proof; it also affords 
effective heat insulation. Our skill and 
experience and our well equipped Sound Lab- 
oratory are entirely at your service to investi- 
gate any noise or acoustic problem on which 
you may need help. We invite correspondence 
on this subject and will be pleased to submit 
suggestions, designs and estimates based ona 
careful appraisal of your particular problem. 


LTD °* Washington * Co. Durham 


AGENTS AND VENDORS IN MOST MARKETS ABROAD. 
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ROAD HAULAGE ASSOCIATION LTD., ROADWAY HOUSE, 46 NEW BOND STREET, LONDON W.1, 













From all points of the compass, Independent 
Road Hauliers carry swiftly and safely the-per- 
ishable foods by which we live. Loads are handled 
once only at each end of the journey, and handled 
by the men immediately responsible for the job. 
This is your assurance that the goods will be 
delivered fresh and un- 
spoiled. 

The nation-wide organi- 
sation of the Road Haulage 
Association can put you 
swiftly in touch with a 
member familiar with your 
type of load. 


Tel. MAYfair 9050 


Issued by the Road Haulage Association 





AR RE aol 
ee 


ie Sak Da ad z 
CMTS Sa DF 0. Enso 


; 
4 
7 
i 
3 
3 








Srecste ahs Stee eee 





THE ECONOMIST, FEBRUARY 4, 1956 









Wipes Wt M4; pM Mw@ Hugev OU? MJMFMav—étctwG YY PY" PUQ@Q0—(O00QQ0CCU™’]?20O0@8090000 
Le LAM LI YE YIwwwvwvw Y YY JY WOOO 
WELLL. Yyy VY: YY YY Wipf) YY), YY YU Vf MmhhYypyy 0014 
Y y y Sify Wf, ey : ye hp y Wise VME OW VL Whit 
yy Wily Ly Uy MMM LYM. “HEY - PH PHP 
YUL t J MY YOU YI OOOE}OLMM“ALBGGOG HY GWM”IH¥ 
y YM ALOE QOOLOO@O2.GIIMU™E’/ 

VME MY I a il hs “7 

MY Yyy YUL LIIC(F 


Yj 


+ ASTER RRR EAS 





SNM WH PWR NWMardr. 
































y “MY PyfhyyHyy Ye POLYM OU ™/“™=(00@07 
Mee g MéMYYY YY Yyyyy Yh Wty YL 
g WL Yd WM 
y YMOMIO(HMEOn Ve, VYi{i itll y 
} / YY Uy i 
y t if UME. i d VL: Z 
‘ 4 MY Ly WML MI ti Wy 
y J YY LLY, y Ly y VL MEL VLE, 
fy WU Yd VI MLL UM 
f ty tity fy tity Yi y Mig VY Mi a) te 
g We: Witty Vi hh Yi, UMMM. a Wiig MLL 0 Uititite White 
a e ys Yi? d Ye a y, a - a MI, Y Wes tity 
y “ey : ZY, Wy, J U, j Le yy, y A Y MM MYL j Usd G 
y y ts i iy Y Ui Uy, Ws te We O MMM MM A Md te Mitt bbl 14, 
¢ l y a v y Ze Ba, 4. 2 y 4G WLLL 
b ] Cs , WY EY Ye. WY f , 
; y Ot Wy Udy Ls 1 VILE VM : Vs 
4 : t Y y VM EEE EEE. 
¢ { : Ube VMI 
} y J VE lla 
£ LULL ULIIMVILITTLT LEELA LLY dh bbb bbe 
a I Uv “i Y VM bbb db. 
Y % : EEE EEE EEE 
£ CME EEE ll 
i j WML LOLLY LLL LOL LUMLL YUMA LLY UL I tht Lf 
; Wipe WML EEUU I Db 
Ss 5 VMI LLL Mh dbf bbe 
P F s We y J ; SL eZ / OT ay” % OOS Ct Qe Qi tl EEO FMM IML LUM MLL LYT ELLY dp 
: Ww, 4 j y Ue ; YMA , : 2 y Mh iid on g J Z 1. Oe LD CPMUMMMMMV MMMM LY Se dd be 
Ze LEE Yd , 4 , WHEL: Ys “Wy My Ue, GP CUMULUS LULLED hh bbb d fle 
i CAH Ht Ve Yip, G g Witte y YA 2 A WH), wy QCUIMLIILMLTLLTLUL TULL LLL LLU LE I bd be 
O UL LLT Wee ty Yo y vee & Ys ty, WH. Vite Ve 
4 Wit ttt Wt Yih ’ wi e Wtf 4 Y ML % & Wie, Wp. fy YCHMIMIMIMIMLUMLILII SILLINESS a Shh tbs 2, 
SSL Z Z t , g shee Mle‘ Db 
Y. WY s i; LY OEE 
A Y 7 7 7. VST) Yo Slt) Y 7 “ J Y, Wy 1/ 4 LLL, 
box MM MME EPO oii MM YOO Vii tt CME Witt {lbs WULILILLLLPHIVLL LILI LLL LSS hdd ddd 


MME 4 4 eoeemaee MY Z C Ue WLLL LUVVIULLLILL TILL LLLP TLS YS fi te 
TA bias Wy Yi Ly Vill Mts Ys MM Wiittilipiiilidis lids iiss iiyliipllillillitittisilp tists til tdi ttts [tl lle 
" thrrhooohtrcshsssstvsrcczzcssryp we VUMTUTTILLULLULLLEY YUU LLY LS LLL YE bbe Misses UM 
VMLULLMLTVILL LULL LLLP LLL LUSTY LLDPE LLNS bb Usd: 
Lc UMMM MMMM NM SS i if tify WUE EEE EEE 
VMILLILLLLLLULYILLLL LILLIE YIM YY it hi hfs Wii titi iiiiiititiittibitiiiplitillbllittisy lis ith iti bids ilitisitihiiis iiss titi slipiijlidititlil lds ttl ld titi tlsttlitlddd dd ite 
WOOL EEE EEE EEE Eee EEE EEE EEE eee EEE EEE; A 
WOE Ladd lA: LLNS ILI ILLS L LITT SST LLL LLL LN An LT SaaS EE SS oS by 
WHEEL ELC AEE EEE EEE MEE EEE EEE EEE, 
Midis tiiiliiiipiiitbidtiiiiiipiisiibtipi siti titittithititisliittilipiiiiblitliiliibiliLitll VLU IVL ll LULL I iy VWs 
wriiiitiiiiidliidididisdlstdjittidiipslididittiiiilltdiitiiitihid lili iiidiiii ti iiisULMeliblbib ibis i ibis lisse Lit ylMbVpls isd dbs ylibLi bes ehlLbetibVsLiLi The lLsbVlbn la ib liLhi sis thb bbl lilitylil alli Tie lis ills sty) vy MM EEE 
ddd siidibidddididdisttibttlit tidbit bid ti tidbidtbdddisidds ibid bili ittbi tts tiitddd did ititddsisls ibs ibs disidd siti dseddb ddl ibbs bliss bedissd biti Lisl hh s ith UL MLLELLLLULI LLL LE Nh tio p, 
sttibiitidiiiishetsditisidibiiddtididdididsttitditdddidtibipis dd ltd tlds bdpitibt bb dsbs bl sbdbdistd iilddbddld tis led lid sess gbse dds sd sees sped sbi issbe i Lhe  TLLb Lhd eles blbishL LULL Lb Les ILI LLLSTLLLTHTLLLLLLLLLLLLLITLILULLELYLLLLTTLLLETUESLYYLELLLLLIL LLYN Ta LE ee 
* SAMbSTIISITI SSAA LAPLSd LL SUL LITUSILEL ILLUS SIS LES ITLL LOLITA ILL LDDL IL ILL LLLP PL SIOLTLLL AY IYLLY AUS LM ALTA ELLL LLL SLL LL SAAN LSS EID LALA MLE SE 0 htt WOOL EAA AE ee I 
CMM ANYTIME ULL MN ht ile 
9540090 GSS TULUM LLL pe 
629769005 “vitally ill pe 
90 














Y . 3 MLA EE EE 
4 aoe, y 5 : DOCG SULLMSILHLMITILIILUMMIULM ITLL SALUT LILLIES LLY a fe Ma 
Vill besibtTllll id stllhpldddlld i thls db ls lsilil lids Lid t ld thd sl sse dd lll ed sipsll iti ti lilt ti ibid ti il il tddts tip 44% eetie Ge GV SHISliTililbdlili bili iblhd lid ld ltl bslhldbllleleserig Tl hd lela Llseselilelib ibd lddeels hd list fil hs eseTl it llt (fife 
) mn: zz: Rh $ : . 5 WTO LL I 
MMOL MLM MLM MMM MME LLM ‘ . : DAO GY LSLLTIILLULLLILILLLLL ULLAL ILLALILTILLLMILILLLLIUASTILL LLL DLL LLLELULLLULLLLOLLSTLYLLLN LULL LILLLLL ETUDE LIES Le 
VAAMLSITITTILLITTILLLILILTILLLITLLLLL LILA LILLIA LILLTLEL LLL LLL ULI ELM LILLE LM hg seers . WE OO ili: 
WS YO OL > “ CLVMUILIINELITILLTL ILA IILMLMLLOLLL LYELL LLM IL YL LLLLLLELL SL LI tt 
SASVASTSSTLILSSTLTLLLYLALSDTTDD LL SSDLLILIDL TST TE LTA L AL TTITLTLD LS ELT SLITS IDDM SUIT ft fo 14, . *See% OOO SAA ALLIASTIILLLALS ALMA LDALLSL LTA aTTLLLSLLLLILLLLELLTVITLLTTLL LTS TUDTLLL ELL SELTTDASILLLLLTUSL LLG LE ILS 0b 
TL addline flee Cy tot ill tibbsslililddlldb ld dbbdbd lili llblsMlssldddssLeLTd dls idl libby lsd lgsE ss leg ssaltlsgsMhdblesglasdlelysihe 
CASSSVSTILILILILLAL LILLIES LIDIA TLLTLLLLLLL ILLIA ISI LLDLLLLLELULALSULLLLLLLTULLLL ELAINE EL “* ° CD AGDAMLIIITLIULILLTIDILIL ITALY IL LETLSLLMLILSLELYL ILLUS ILLLLALTLLLLTETS AILS IM TS SEs fa 
CAMLSTLLLSILLLSLLLLD ALLS TL LALA S ELSA SILLS TL SILLS LL LSS I ddd bt bd det. . ’ 447 bbb tilitdldlldlhdl bbb tsb dddleldd dds lsd rss sbesedbLd dyed lt ses iL bdlhyd Lbs stalls sds dd edssdd tess itd ttf» the 
VASLILLLLLLILLDLILILLOLLTLYTTILLTLLLISLLYS TELLS LL LTLATL MIA LLELELLL LLL TY SULIT IIL LM i G40 ‘ sUslisitlibitilis ili telddtidlbtdsdlibilhthddd sli slisibsi tells pili bb lslits tit lib tld titi titi lids se. 
Celis + G44 Mts Tesd lbh d did bdibl lsd ddd bl sds st lead ssslesee badd ls tl bdd sbesslldvib dd ess llL sd sgt ls tes slit lbdd tts V/t4, 
f SILILTELAILLLS TODS EAATTITLTELSOLLLS ADA S DAA AL ESS I SLTED AALAND TDA S TEAM LITA ALLL LESS EATS EA TST SEE ESE 2 ; OL EEIALS SA MaTHTILIIITIL ILIA I ID ASILTYLLILLLTLATLELTLLLAILALLLLLIDELS LISTS UIST fA 
bined J VSLLLPITILLLSLLLLLSSTULALTVILLETESTEDLID ALLTEL LLIIDL LID EL LASSI LEEDS ELAN T LAL ME TETAS ELT ct a 4ae%% . ODA GSMTTITITLSTAITELLTLIDLD EAL LAL LMLSS ISLES A ALL SLSILYLLS LIAM LSILA LSS TILLLL LS IA AS IL INS LETTE TE be 
/ VL1111111 I y SIIVILITEVLLLTIDTLDDALTLALETILLTAITLLLDILIDELETELLLTLLELLUMELLD EL LTIDL YTS LATID EV a og ft * CG te ATSLLSILTTVILTLSLELELILMALILTILLLDLSILLLSTELLLLSELLSLLET ELL TLTLLESSIOLTSLOLLLIDYS TM ELLISIGS LL ETSI S SLR 
AMS VULtL 4, SSITELELTLELTSIEG IL ILALLELIODLSODLODLTDELLETELLTLT AN AASSITLETYAT TAS ITE T SES Aa veter 0 OA LOGSLIISLLITILLLELLADLLLE LEADS U LS TELLLLDSTS STEELE ES EDTLS TTT ALIAELELTYELEIEEDELEDLIDSPTSSLAAIA LILIES AED 
ALLLSICTOSITTLISLDDISELIDLLLLSLLTILSELSLLTITILLAALTTILELLALTITLELLLLDA ATLL ADILLILDNE LES LITEL LTE IIE F114 4 oe ‘ DOCG STOMA IILTULLILLLTALIGLTSETITIALLELALAAILELEAELLLLDEEDS LEELA ILLS LEIA LTA ASLAM ELVED ILLITE A SITET Ca 
ASISIILILLLLILLIASEY LE LLTLILLLMITLLEDLLLSTLILLISLLELLTYILLSLL AL LTLLELLGLYUTITULTL LULL PLULT EI IA tA A tv 8 ett eee AYAULIULILILTELILILSA A ALAM TIELILITLIL LLL ILLMETILL LL LLLEMIMSMALLILE LL LILLLA LID EELS ELLE I 1 bi 
4 SAIULECLLAELEPSAAAELATSPLIDITLTDL TAEDA OLED LMSAAM ALTE IT TDS OLSON DATE ETSTTMITSS TESS ITE FE, thee **he GAM MISTLLILITESIDAALTTI SAILS ALIA SLDLADETLLSTLTTAL LEA LLL TSG AMTTLTTL LTS ILLEDEEL LES EAE EE SEE O: ta 
é SILLILILLLLTALETILLSULLITELTLLLLYLL TL LETTE EA sg A O04 . Gt SAA UPVHITLITITILALLELELLLLDTIETLLTLELLSDLALELTLE LITE LILSSTEL EDL LL IDL EASELELEDLLLELTELMEEETLL IE AI 
¥ JSLLLLASTELEDL STS IAELIS LESLEY LLEIIE S44 teeta ‘ SALA SVVTs tH /TTUTLLAEDLVEDTTTLLLIEEDLLLILLLELTLLLIELEELOLLLILASLELILELESSELOLSLLLINDE LE SSELEL ELE A 
é MAUS INMIIMLMININE S14. » . 0 et AGAAMMIMLILTLULTTILLLLSELELELLILIILIELLELELTLALLELESSSLITLSULLSLLTLELLLSSLA TEMA A ESLELEIEL ESET EI 
é Mensch" . WETANTO OOM ULLL LL -;;S 
¥ VISLSPLLELLLLLELLUD TALES IOATEAELTLTTESID EDEL SG OF ° A ALLLUSIITLELIDLIATLALAALASTLELENTALLTLALLA ALTE ULITLELULLDLL YAM SSS LLITIIMAASELESLI SEL Std bE Te 
« VIILILLLATVITDLUDLSLLEGTLAETLELELLLTDUS TUN Ea tat . ’ GGA TLVELLTLYLLILLLILTIOLLLLDULLLLELLSTLEALSLEALASILLIELLALLLIETTLMT LLL IVULEILEALETA SLIME TELS ELSA, 
w SITISILIIILELTADLELLIESYALYDLE LADD BA ig tt -* BS Ag AAllVUsTHLSSTILIVISIILLLLAALISIAATLLLADLLTDSLDLLSLLLSATTILLSSLILLALILL LILIA IEILYTEL SSSI E SENS I1E Ed 
¢ SLLTAMATETTLTPPLIDLELYAAISESELLLELETTILEE DDS D ETE a 4 ** . GCG SLALOM IIITILTDALAAILILLLDSTLL SMAI AALILIIALESIELLIMDLILAASTENILIAAL MIMI Ths 
. ULL ce toe Ps pete Ct LTV sIlblssTLULLLITT ATLA LELIETELELLEDSELIALELLTLEDILISLLL LIL LEATLILLELELELILETAS TITLES 
VAAL U VMAMIITIET 4 y “Witte ‘ COQDAMTLULLSELIDETSTLILADELLLTLSLETULLELELLLDLETLELLLLELLOLLLLYGLTLEALSLLASTELELLL LLL ELUD ILI S SELES ba 
o CAAMUSTNSUSITTITUMMITLLATSUI TTL VLILSMLILTET ESE, 4 C4804 ‘ P CG POLAMUITLUSIISITLLTELTLNAGAIADELAALIOLILLLAELIAAETLLVLTIDLILAALELLALEPILISALLELE ALLE EEE TS 
AASPITLIILSAATTOLTSPVEDIEDLTIVASLLALATISUALLTILEMLESLIETLLL EE ETE, / teat ‘ ° tO LMSUSIIDLLIIDULYLLY OLS LULULLITEVLILLTELYLLLUULLSLLIYLA LLL LLL LIU LES ASEESL 
VAAACALATTLLSLTTTVITIDELLLTELALDITULLYUDIAEDALALTNLLDIAL ATES ESLSIEELLELS IESE EDGY / ; . VISTITLLLTLLITELEVELTILLLDTLATALTEALIDLAATLOTESILATITLLEELEDSLELLLLELTYLTYELSLLETULLIEESL LEST 
WATLTTEA / / MIGLYL TEL IE, Auset . > : P AALAMAILIOLLETIILYLLLLTLTLESLALDALALLLPTELALLLLUDMESLLLLLLALLATESILEOLELELEELLL LUDA LS TEESE T SY 
t , 7 MMIII ITT A GOATLELLAETTTT, “* GOOGOUULLIVALITULTLILUEATETTSELLLELTLDLLELIETLELELULLALYELYDILLEULLELTSLISILELLLALAILLSEDDEI ALIS 
} AMELIA Wd Z IPULITATILTLLPILALIELLIELELLEDILEDL TEED OL EE . ; A AULMAILISTLLTLIVILYLEDISILESSTLLLTLTDELSTLITULESALETIALALTTAASUEAELTTAANEAESLLSEDILELAESETSE SE 
a ‘ AIOLLELUOSLDSAELOLLLYALLEAATTLELLEDIITEDIETULDELSLLLLILLLTTTSELEYLELLLA IDES LETT a 14 . 4 Ni POMMIVPLIOLLTIDILAAELIELELLLDLAAALEETIALSASELUATTVILELLALIETLELLIELLDALLLEDALALSETINEL IIS E bbs 
‘ VILTVSSPOVULIDOPALLLETLVLVLLALELTITIILLEDIVELEAEELTAE EE AMMMAMIDILET) $ae* ve ‘ CGAADLSIIELLLLLLLLVEDLLLLTLLLEDISLDOLLAAALLPILADELEAALAALELLLLAESLLETVELELALISEASLDELULEAIEEYELE TD, 
‘ AALAAALALPLTPIOIDLTIVTETESTLDULILETOTELITAATDULELTETELLETESEIUNTELLALEDELDEL Dog Ba ot ? OM LTISTIILELETILELTILLIAIILLEYELLTSESDIOLILELEDLDELETALSTITULILELLSPLIOSIDLDETSIALITSELES ESET be 
= SIPIIDATIVODTALYSELSEDSITUELLALALELATILLELEDLITIAATESOLALEDELIAALETLELTET IDET Matt intt ae 3 CQAMIOSULDALATILLLATEELTLTTALLELASILADLLEEILECVELELLLDTOLEDALATILLLISELUEODLL SMD LELTDEET TTI T 
¥ SAOOLAPDDPAELSSEELS ES Sf SOEOLTEOPESS TA oor . > *« ’ COA TOPTETETPPELSEOLDETTDDLLAALODPEILEEEOEELAAAATAEEDEEPITTSILILIEOSTUITIDEDAAISEEEEEEADAES AEDES 
t TELA STELLUETIDUALETED, ° . : ° COA TEELLTLATLL TAIL ELALLSLLDSELELLALLALUDELTELEEITESELTAEULAADUDELEDILELE TET LLSEEDESLEEE EE, 
¥ SEFPPLPEEATOPESELATS ‘ . b A OOAPOAMAMLAMAALLISIOTPTABELLSAEEAAPEDEISELALAOEMAEEESA SASS ASOVIDITAELIOOLAAASEEESSAEESEELTEDALE AS IE 
‘“ v VOOVTELEOPPIETELA TE “yer ‘+ #* ; OAOCOOIIEOLOEEEEEEODTAEDEEELPLISAEPEUPESEELEEEOIOFEEEL AG VOPLECELILAPLELLSGLEDAPTSTOLSEEEELEDLS EIA 
v EPTEELS VOOLT A J ‘ SOLOTOEEETOTEEBELES A? erie ; DOO AAMALEITOLLLEATEATATENATOLIEIEOLTEEETEDEELELOLEOELEOLELILELOMELDEEETTSEAAAESSDDEEEDETAEEEEDE FO 
; / Po pee Oe AOOLLDLPALLADLAELTELDEIVALIEILSTLEETILLELELULELTLTTLLULETELID LOLA UAAEETELLEELLAAAAATTELLSETDEE he 
* 4 ber A; 4, ,) 4 A , -- bd . AAA MAAIECLLTEESLLIITELLOLTALVAAEEOEITELEAELELETELIEEEEELOEDLTOEDEDIADEEEAEEEENEEEELAETET EE 
; f ftue . AOULIELELLELOELEDPLPTTELMALTAAAEEOREEATSAAEPEEOTELATTEESALLELAAAEEEOLEEDDOLDEDESIEAEEDEEESES by 
v SOULIVLLITILESTAESEDISSEABEEDI SOF o Y Ot AO AAMObtbtbl bes teas tabbed bb dea ssa bBlelh blab dbs tbEstdedblhbeb lisse betas thts hess sess ss bbs t bbe sith 
SS Were SUGETOEPOT SL sté 4 SUITTOPPOSEITEEDEL FE ** , . AOOOTETIPLTOELPEPATLTDLALTLATEELTABTUOELETTTTEIIEPLLEDEPEELEEIELOOEETTEELOOSSEETETEEEEEOEEEEEETOE 
y VAAITTEIPVLTTIS tt) 7 /, , , C141 VIVVADLLLELPENEIEGA thet . AAMADDDOOLADEDETALELLEAEELLEDEEDALEOPEEADTOTDEEELTAEETOVEEELIELEEEEEELETEEDADELAEEESEEEEEIL ELE EE 
, LAdddiddiiiid fer “* - AALPOMAERVVBLALPCBELAALLEADEATEELTOLETEDEEATTOEEOELEDLTALELSADALISDEBDIAEBELELOEEEEEEEEDEILE EEE 
COL AOELERDEDOVGOAATIALATABELODEEESITAELELOOOELAELETEODELPEDEEEEDESAEOLEAPLOTEDLEPEDEEEENES EAS AM 
AULLODLIOOLTEAALOLEVEDODTUALUADEEDAAITLALALESELILYLILETETTAALDEEL LAN EUTYEDEUIDEDTEALOOLONETELETE 
§ SMU VUISEDIDELELOSELEDTLAVALVTDLALELDTAVIVELLDLLOOLULELEDDAAIOLELELAVEDIDLESUNSIAADNELE DE 
: PEMMUIAAMALTIVEDTVEDLELTAVAVELLUDEEDE SOLID EL ISODILUDTIDLOUSEL ADEA DALLTEDE 
v COCAOLODLELIELLAVELEDELUITELEDULATTSESPLLEEA SITLMMMATIDILIGELELEEIIIELIEOAE TEAL 
POCALELOLELELIPLILAPETVELEATIDULTTLESEEOEDLIULTIADIULETTONILILUANSLOLOETDELDEEDED ASAD 
© CUAAVEAVEDOULLILULVLEATUETIVELEETTESTETEAALLULOVILATLESULELIIDEDD ADDN SEBS 
ere SAA IMAUEIALIUATILTLTELIGTETITULLADET TE VUOLILULTIPTESLEEAELEELMETALELDDEEDED 
. SAUAUMIATUULVDTOETEVAAEVADYLENAS UAT TEL SAUIMUMMINMAUMUMUUMUMINM NINA 
- ve 
a ' SOOUDIOOE LL DELOLLIAUEOEE TE 
& AOPOEROLEEEEAAELOLPEPEEEEEOEEEOOEMMBHREEELEEEEWLD EE 
ve AAOILEDEDEE DEOL OLE LEAL ETAEETIULDLYOLELLTLETETEED. 
a SUITE 
t LOL MELETTOE EET 
, SA LAAELDELEELLEDLEDEI ELE LELELOTIE EER 
« SAOUAAUOTILTLEDIATLULODEAEDCOL TAA DOLODVOEE TOL LUNDELTULEDODLOLEDES ES 
- SALOUETEAVALTLONTTEALEDATOELAE SOC tLtddttbaadttentsht eet 
* = oe - a PLOPEEEELEEOD SOPLLOOBELEE 
a w peeneses see 70000000006 . 2 
® COLIIADO EDO PEUTLOLTETOLEELETEUEEEEETEEEELELEDEEED 
‘ © 
- 
e 
peese 
vt: 
e 
ve 
’ 
t: 
= f 
: 
- Greeereseee cee reese reise ee 
7 
e 
| 7 


Petehereeseseres rere eRe rere reererecveeceryeres recs rere 


LIFE ASSURANCE SOCIETY 


20, LINCOLN’S INN FIELDS, LONDON, W.c.2 





te 





rereerpecerseerterets 





PK 
coke BURRS cme 





The Economist 


FOUNDED 1843 


FEBRUARY 4, 1956 


ONE SHILLING 





Focus on Investment. . . . «© «+ 353 
How to Say No . . . . . . + 354 
True Bi Se eee se ek oe oe ES 


NOTES OF THE WEEK 


The New French Government; Mr Butler’s 
Job ; Sir David Retreats ; East Germany Joins 
the Squad ; Fresh Start in Brazil; A Question 
of Reputation ; Tests for Old Crocks ; War on 
Trachoma ; Fearing the Greeks ; Farmers’ Own 
Troubles ; A Militant Mammoth ? ; Democracy 
in Saigon; The Drinking Classes; Rehabili- 
tating Voznesensky; India’s “Life” in Its 
Hands, 357 


LETTERS TO THE EDITOR . . . 364 


ee ee ee ee a ee ee 


AMERICAN SURVEY 


Hi, Partner! 366 


Casus Belli ? ; Credit—Hot and Cold ; Guessing 
Game ; Freeing Electronics ; Shorter Notes. 
we 


e 


THE WORLD OVERSEAS 
M. Mollet’s Balancing Act. . . . 370 


Finland’s Unexploded Crisis; A Premier for 
Nepal; China’s Peasants Reap a Whirlwind ; 
Siam and Its Chinese Community. 


THE BUSINESS WORLD. 


Inquiry Into Electricity . . . . 395 


BUSINESS NOTES 


Cold Welcome ; Sterling Firm ; Bank Liquidity 
Now; Investment Intentions; Factories and 
Equipment ; Output Stays Level ; Scottish Bank 
Results; More Fully Employed; Television 
Teething Troubles ; Terms of Trade in 1955; 
Unscrambling Steel; Sugar Conference in 
May ?; Less Work for EPU; Stewarts and 
Lloyds Prospects; Cheaper Cocoa; Motors 
Clear the Decks ; Shorter Notes. 377 


COMPANY NOTES AND SECURITY 
PRICES . . . . - . * 7 . 383 


Registered as a Newspaper. Entered as Second Class Mail 
Matter at the New York, N.Y., Post Office. Authorised 
as Second Class Mail, Post Office Dept., Ottawa. 


Focus on Investment 


HE open season for debate on the economic outlook began with 

the bankers’ speeches in January and it will widen out, with the 

Economic Survey, the estimates and deputations to the 
Chancellor, until the climax is reached with the Budget in April. In 
all this discussion, there is one simple but vital point which is tending 
to be overlooked. Perhaps this is because to the professional pundits 
it seems too obvious to be worth. saying, though the result is a risk 
of confusion to the public. This vital point relates to the role that 
is being played, and should be played, in the national economy by 
investment—that is, by expenditure designed to increase real capital, 
whether in fixed equipment or in stocks of useful goods. 

It is obvious that if the standard of living is to be doubled in a 
generation, investment, more than anything else, will have to be relied 
upon to do the trick. If our children are going to produce twice as 
much as we do, they are not going to do it by working harder than 
we do (for which they have not been trained) or by being cleverer 
than we are (perish the thought), but by having twice as many 
inanimate slaves to assist them. The way to plenty is to build up as 


rapidly as possible the national capital of machines, of buildings to 


house them in, of power to drive them and of communications between 
them. Productive investment must play the leading role in any long- 
term programme: For several decades our investment has been 
inadequate in total amount, and too small a proportion of the total 
has been productive. The first objective of economic policy should 
be to stimulate it. All this is, broadly, a matter of general agreement. 

Yet simultaneously there is a distinct tendency to make investment 
the villain of 1955. Labour commentators—Mr Gaitskell in the van 
—have seized on this interpretation, for it fits in with their charge 
that the troubles of 1955 were due to the Conservative Government’s 
excessive tenderness to private business, particularly in respect of the 
increase in investment allowances in Mr Butler’s Budget of 1954. 
But others, without this motive, when comparing what actually 
happened in 1955 with what was expected a year ago, have been 
rather too concerned to point out that the unexpected happening was 
an unusually large increase in industrial investment—and to leave 
the matter at that, as if the unexpected were inevitably the regrettable. 
And certainly the main remedies that have been adopted, especially 
the tightening of credit, have been such as affect (or are thought to 
affect) investment more directly and immediately than anything else. 
As a result the public is puzzled. Is investment a Good Thing or a 
Bad Thing ? 

The dilemma is a real one, but the way out of it is simple—in 
principle. What matters for the long term is that the volume of 
productive investment should be absolutely high. What is important 
for the short term is that the volume of investment should not be 
higher than the savings available to finance it. If the rise in expendi- 
ture on capital in 1955 was in fact as large as is supposed (a Note in 
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last week’s issue pointed out that the evidence is con- 
flicting) and if it was responsible in any degree for the 
continued inflation and for the exchange difficulties, it 
was so only because expenditure on other things—on 
consumption and government activities—did not make 
room for it. If the Treasury really has discovered a 
device for persuading industry to start catching up with 
its backlog of capital needs and to go forward hungrily 
into the third industrial revolution, then the right course 
for public policy is to extend the operation of the 
device, not to withdraw it. 

In short, the simple point that is being overlooked 
by so much of the current discussion is that public 
and private saving—refraining from consumption—is 
the resolution of the dilemma, which can make a high 
volume of productive investment a good thing both in 
the long run and in the short. If the British community 
wants to make rapid material progress it must have a 
high volume of investment—and if it is to have a high 
volume of investment without running into constant 
inflation and recurrent exchange crises; it must have a 
high volume of saving. It is not that consumption in 
this country is too high (the object of all policy is to 
raise it) or that production is too low (it is one of the 
highest per head in the world); the root of our troubles 
lies in the fact that the proportion of the one to the other 
is higher than it should be. Progress to a higher 
standard of living will be much more rapid and sure 
if the volume of saving can be increased. With higher 
saving, building for the future and stability in the 
present can easily be reconciled. Without it, the 
country will find itself constantly having to choose 


How to 


- the formula for a stable world peace exists, it is 
not contained in the bilateral non-aggression pact. 
Marshal Bulganin’s proposal of such a pact to President 
Eisenhower on January 23rd evoked a reply which by 
its Openness, promptness, and cogency may serve as a 
model for such communications. There may be plenty 
of occasions coming to make use of the model. The 
communiqué at the end of the Warsaw Pact meeting 
in Prague contains a hint of coming pressure on a wide 
front for “individual” treaties to cut across the 
alliances of powers, particularly in central and southern 
Europe. These overtures may not always be accom- 
panied by the carefully arranged publicity which Mr 
Zaroubin gave the letter to President Eisenhower. Not 
all governments would have brought themselves to 
refuse with as little hesitation as Washington. Who 
wants the reproach of having rejected a friendly pro- 
posal for a treaty designed to strengthen peace ? 

But treaties need to be judged on their probable 
effects, not on the words which adorn them. The 
ostensible purpose of the pact proposed by Marshal 
Bulganin was to remove the danger of a war between 
the Soviet Union and the United States. The danger 
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between them, as it is having to choose at present. 

To attempt a discussion of how the volume of saving 
can be increased would lead this article too far afield. 
But perhaps three points may be made with summary 
brevity. The first is that all forms of “compulsory 
saving” are likely to prove as ineffective as they are 
objectionable. Most of them can be evaded from the 
start and if there is no general acceptance of the need 
for refraining from consumption, politicians cannot be 
expected to adhere to austerity. Secondly, the state 
should re-examine the many practical discouragements 
to saving, both by individuals and by businesses, that 
at present exist. Thirdly, the need is so great that any 
novel form of encouraging saving should at least be 
re-examined. Is it really sensible to observe that the 
average British family will refrain from a great deal of 
consumption for the purpose of a weekly “ investment ” 
in the football pools, and yet to make no attempt to 
harness the same gambling spirit for more useful forms 
of investment ? Since there is so little confidence that 
the value of money will be sustained, is there no way of 
guaranteeing the small saver the real value of his 
savings ? Is it really right to tax so very heavily 
the “ploughing back” of earnings by established 
businesses ? Has any thought been given in Transport 
House to what is called in America the “ Guaranteed 
Annual Wage ” but is really a device by which a portion 
of an industry’s annual wage increase is not paid in 
cash but accumulated in a reserve fund against unem- 
ployment ? It is not difficult to list these questions. 
Much in the future happiness of the country depends 
upon their being answered. 


Say No 


in the foreseeable future, however, is not that one of 
these two powers may start a war by a deliberate direct 
assault on the other, but that a local clash of interests 
may draw them into positions from which they cannot 
retreat and out of which a general war may grow, as 
it might have grown in Korea or in Germany. So 
Marshal Bulganin’s proposal passes the real danger by 
to deal with one infinitely more remote. What is more, 
the history of non-aggression pacts justifies doubt 
whether it deals even with that more remote danger 
in any effective way. 

“As they are bad, and would not observe their faith 
with you, so you are not bound to keep faith with 
them.” The history of the nineteen-thirties added 
many more to the “infinite number of modern 
examples ” which Machiavelli had in his memory. The 
Soviet Union itself concluded pacts of non-aggression, 
or extended existing pacts, with Estonia, Lithuania, 
Latvia, Poland, and Finland ; the pacts did not save 
them. Nor did the Soviet Government gain any security 
from the similar pacts that it signed with Germany and 
Italy. Mr Molotov’s pact with Ribbentrop served no 
purpose but that for which Hitler intended it, of 
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enabling him to conduct the campaign in Poland as a 
limited local war. 

Hitler’s need for Soviet neutrality lasted less than 
two years. In judging Marshal Bulganin’s offer there 
is no need to suspect him of Hitler’s bad faith. His 
government’s policy lies in the piecemeal extension 
of Soviet power and Communist influence by exploiting 
a chain of local situations. Russia might well be content 
for very many years to pursue these local gains under an 
umbrella raised to keep off a direct clash with the United 
States. The notion of a non-aggression pact with 
Washington may thus be in a sense sincere, and it would 
have suited the Soviet Government splendidly if the 
Americans against its expectation had accepted it, 
making minor adventures, meticulously aimed against 
third parties, for a time perhaps a shade safer. For a 
time only: in the end, to the extent that it encouraged 
Communist governments to suppose that local acts of 
expansion and aggression had gained a degree of 
immunity, it would have tended to make a general war 
more probable. The President, in making this point, 
used words very close to those in which Marshal 
Bulganin himself, speaking of disarmament conventions 
to the Warsaw Powers in conference last May, warned 
them against the dangerous illusion that a mere form of 
words would bring results any nearer. 

No doubt, however, the President was really expected 
to refuse. In this case, too, from the Soviet point of 
view there is no harm done ; in political warfare it is 
always useful to be able to represent the opponent as a 
cantankerous fellow who refuses offers of friendship 
when they are made. President Eisenhower has rightly 
accepted this disadvantageous position in preference to 
a false position of a more fundamental kind. Com- 
munist propaganda will have the pleasure of calling his 


True Bill 


i would be a pity if parliamentary discussion of 
the Guillebaud report on the health service 
(Cmd 9663, 9s.) were to be overlaid with political 
recriminations ; if, for instance, the Labour party were 
content merely to taunt the Government with having 
exaggerated the cost of the service when the Conserva- 
tives were in Opposition. For, in spite of its somewhat 
negative conclusions, the report has implications which 
both parties ought to study. 

The finding that will be most often quoted in debate 
is the calculation of Mr Abel-Smith and Professor 
Titmuss that the health service was absorbing a smaller 
proportion of the gross national product in 1953-54 than 
iN 1949-50—3.24 per cent, compared with 3.75 per 
cent. This does not, of course, alter the fact that the 
early budgeting of the cost of the service was largely 
guesswork that turned out in the event to be a 
gross underestimate. What it does mean is that the 
ceilings—even though progressively higher ones— 
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reply negative ; this could not be avoided in a letter the 
necessary purpose of which was to say “ No.” Each of 
the principal governments of the western alliance—in 
Washington, London, Paris, and Bonn—is for one 
reason or another exposed to the temptation of thinking 
itself better able to handle the Russians, and more fully 
tu be trusted in a single-handed negotiation, than are 
the others. President Eisenhower has resisted the 
temptation: let us hope that any nets which Marshal 
Bulganin and Mr Khrushchev may think of spreading if 
and when they come to London will be. spotted as 
promptly and avoided with as little hesitation. 

This obligation to say “‘ No” in plain terms does not 
spare the western powers the duty of stating the aims 
of policy as well—“ toward which we are prepared at 
any moment to move in a spirit of conciliation,” the 
President said. As tends to happen when a discussion 
has reached the stage of discouragement, he put these 
aims somewhat in the hypothetical manner of a man 
who hardly expects a relevant answer. They include 
the reunification of Germany and the universal inspec- 
tion and control of armaments, including nuclear arma- 
ments. These aims have been stated once more by the 
President and the Prime Minister in Washington as this 
issue of The Economist was going to press. Whenever 
they are stated it is necessary to remind ourselves 
of what they mean, and to ask how far their implications 
have been thought out and accepted. Has this been 
done, for instance, for the inspection and control of 
armaments ? These aims of western policy in dealing 
with the Russians have their place in political warfare, 
too, but they must not be used mechanically, to ward 
off discussion. They are the substance to be settled 
with the Russians if the preconditions of a settlement 
arise. 


of Health ? 


placed by successive Chancellors on total expenditure 
since March, 1950, have been designed with the 
experience of 1948-49 in view, and have been reason- 
ably well obeyed. What it does not mean is that the 
proportion of the gross national product which has been 
absorbed by the health service in these years has been 
the right one that should be indefinitely maintained. 
Examination of other calculations by Mr Abel-Smith 
and Mr Titmuss shows that the reduction in the propor- 
tion of resources absorbed by the total health service 
has not, in fact, been due to deliberate or scientific 
control. It has been due to a lumpiness in demand. In 
the first two years of the service, its total cost was 
seriously exaggerated by demands for spectacles and 
dentures that had been postponed until they could be 
obtained for nothing. When this backlog of demand 
had been met, it was only to be expected that the cost 
of the ophthalmic and dental services would show 2 
sharp fall—which, as the authors point out, was intensi- 
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fied, but not caused, by the imposition of charges. Thus, 
the fall in the share of the gross national product taken 
by the health service after 1949-50 is accounted for by 
the fact that fewer people were needing spectacles and 
false teeth. But from the beginning of 1953-54 both 
the dental and ophthalmic services began to expand 
again to meet normal demand. Estimates of the trend 
in the real cost of the health service since 1954, there- 
fore, cannot count on the favourable factor that was at 
work in its third to fifth years of operation. 

Had it not been for the abnormal fluctuations in these 
two branches of the service, the conclusions on the trend 
of costs would not have been so reassuring. For the 
gross cost of the pharmaceutical service increased by 
£19 million at constant (1948-49) prices during the 
period reviewed, and maintained its share of the gross 
national product. The hospitals cost £29.6 million 
more to run, in real terms, and managed to absorb a 
slightly higher proportion of the national resources in 
1953-54 than in 1949-50 ; indeed, if all price changes 
are eliminated, the proportionate increase would be 
larger still, for prices in the hospital service had risen 
less by 1953-54 than prices in the country as a whole. 


* 


These arguments are not intended to imply that the 
Guillebaud committee was necessarily wrong in its 
main conclusions—that it could find no evidence of 
widespread extravagance in the health service ; that the 
finances of the service had not got out of control; 
and that it saw no reason why they should become 
uncontrollable in the future, even if allowance is made 
for the growing number of old people in the community. 
(Old age of itself, the investigators found, is not an 
important factor in determining demand for a hospital 
bed ; much more important is whether the old person 
is single or married.) It has been apparent for some 
time that sufficient control is being exercised. What 
has been in dispute is whether this control is efficient 
as. well as sufficient, whether the sums of money that 
the Government has allocated to the health service are 
being used to the best purpose. This is the key question 
which the Guillebaud findings do not really answer. 

Since 1951, the control exercised by the Government 
on the total expenditure on the health service has been 
reinforced by the charges imposed in its different 
branches. In one respect these charges seem to have 
had at least some effect in directing resources to the 
places where they are most needed: that is, in restoring 
to the local authorities’ dental services for mothers and 
children most of the dentists they had lost to the general 
dental service. But the committee’s conclusions on the 
question whether existing charges could be increased, 
or new charges introduced, so that other important 
needs could be met, are disappointing. It recommends 
that regular and timely visits to the dentist should be 
encouraged by a remission of the charge—a preventive 
health measure—and considers that as long as there is 
a shortage of dentists the charge for false teeth should 
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be retained. But it recommends that, when more 
resources are available, priority should be given 
to reducing the charge for spectacles ; and though it 
does not recommend a reduction in the prescription 
charge, it does not even discuss raising the charge—yet 
the shilling has been in force since 1952 and was passed 
first in 1949. On the proposal for a hospital “ boarding 
charge” to cover a patient’s food, the committee is 
equally negative. It is also unconvincing, especially as 
Sir John Maude himself acknowledges in his reservation 
to the report that “in-patient treatment in hospital is 
likely to mean a substantial saving in the expenses of 
the household.” 

Similarly, any possibility that resources could be 
better distributed through a change in organisation, or 
even through new methods of financing the hospitals, 
is ruled out—though Sir John Maude points out the 
inherent defects of the present tripartite structure of 
the health service. The committee has been thorough 
enough in its discussion of proposals for reform, and 
there is a great deal to be said for its view that the 
service, which is still young, should be given a chance 
to grow. The danger is that the very thoroughness and 
authority of the report will so stultify future attempts at 


reform that the service may reach maturity with stunted 
limbs. 














Presidential Thunder 


We think it our duty to caution our readers against 
any undue alarm in regard to the last news from the 
United States. The pdpers state, apparently upon 
authority, that Mr Buchanan has been positively instructed 
to demand the recall of Mr Crampton, our Minister at 
Washington, on account of the part he took in the enlist- 
ment of American citizens for the British service. Be that 
as it may, it is certain our Government will decline such 
a demand if made ; for no sound-headed and rightminded 
man can have read the correspondence between the two 
Governments on this subject, without seeing 
that whether errors had been committed or instructions 
exceeded, full and ample reparation had been made by an 
apology from the British Government. There is only one 
word in the English language which fairly represents con- 
duct, which, after such a course, still seeks to fasten a 
quarrel upon a good and powerful neighbour. Happily, 
however, for us, the great majority of the American people 
are as much alive as we are to the course which good 
taste, good sense, and patriotic principle dictate under such 
circumstances. . . . Indeed, it would appear as if every man 
in the United States who enjoyed any weight in the 
country, who was independent of the government of the 
President for the time being . . . had availed himself of 
the last mail to tell us that we must regard all this vapour- 
ing as the thunder of Mr Pierce, unsupported by the 
American people, This we really believe to be the case: 
and that when the small clique who for their own selfish 
ends would not hesitate to embroil two great nations in a 
dispute, find that already a preliminary treaty of peace is 
signed with Russia . . . they will quietly acquiesce in the 
more sensible and patriotic views which the great bulk 
of the people in both countries entertain. 


The Economist 


February 2, 1856 
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Notes of the Week 





The New French Government 


HE first Socialist government since 1947 has been 
T accepted in the National Assembly by 420 votes against 
71, but the majority is as unstable as it is large. Each 
group voted for its own reasons: the Communists hoping 
to force M. Mollet into a popular front, the MRP and 
many conservatives to prevent the impression arising that 
such a front is already in existence. The government pro- 
gramme contained something to please everybody. The 
test will come later when M. Mollet defines his policy for 
Algeria or when he asks for special economic powers. 

A minority government, enjoying tolerance instead of 
support, M. Mollet’s Cabinet was influenced even in its 
formation by deference to the parties which have not joined 
it. This is not a good omen. The Socialists have gained 
strength from a long spell in opposition ; a government of 
inaction would dissipate their accumulated credit. 

Most of the 83 abstentions are said to have been caused 
by General Catroux’s appointment as Minister Resident in 
Algeria. The “ Moderates ” and their friends the conserva- 
tive Frenchmen in Algeria fear that he will be too ready to 
lend an ear to Moslem desires. In fact, the chances of 
getting the Moslem nationalists to drop their guns and 
negotiate a settlement will be greater for his presence in 
Algiers. 

His record is one of tolerance and vision. As early as 
January, 1952, he resigned from the Gaullist national 
council out of disagreement with its proprietary plans for 
Tunisia and Morocco. He has since headed a research 
committee that has produced some of the most prescient 
studies so far issued on the future of the French Union. 
He was the man chosen by M. Faure last September to fly 
to Madagascar and pave the delicate way to restoration of the 
Sultan of Morocco. His first-hand acquaintance with Arab 
nationalism in Syria and Lebanon makes him aware, unlike 
so many less travelled Frenchmen, of the affinity felt by 
Algerian Moslems with the east, however strong their 
intellectual ties with Paris. 


Mr Butler’s Job 


W HAT is Mr Butler’s new job, and how well is he likely 
to do it? In answer to a Parliamentary question 
about his duties last week he merely re-stated the normal 
functions of a Leader of the House, adding the news that he 
will act as Lord Salisbury’s stand-in on atomic matters. But 
it is already clear that much of his work will lie unseen in 
the twilight field where government and party merge. He 
will, in effect, have to plan in three different time cycles— 


what Parliament will debate next week, what Tory back- 
benchers and Tories in the country will be worrying about 
next month, and what the voters will want at the next 
election. 

He should be well fitted to fulfil two of these three jobs. 
First, his urbanity and wit already promise to be consider- 
able assets as Leader of the House. Next to Sir Winston 
Churchill, he is perhaps the greatest natural Parliamentarian 
now in the Commons ; within the narrow confines of West- 
minster it is possible, perhaps probable, that he will steadily 
and markedly increase his reputation, in a way that could 
be of great benefit to himself and the country if he ever 
becomes Prime Minister. He is also more likely than any 
other politician to keep before him a vision of what Britain 
in the 1960s should be like, and thus to succeed in the very 
difficult task of planning ahead Tory policy for the next 
election and beyond. It is admittedly much easier to talk 
about this job of “ saving a party from long-term intellectual 
bankruptcy ” than to do it, and it is still not certain that 
Mr Butler will be able to transform his chairmanships of 
both the Tories’ Research Department and their Advisory 
Committee on Policy from propaganda sinecures into really 
key posts ; but if he cannot, nobody else can. 

His third job, however, will be as liaison officer between 
the party and the government ; and it will be easier to make 
a great mess of this job than a great success of it. To avoid 
this, Mr Butler’s main precept should be that any liaison 
must take place before, not after, the Cabinet reaches a 
decision. His task will be to pass on the views of party 
stalwarts in the constituencies and backbenchers in the 
House in time to remind departmental Ministers of the 
problems that they should be thinking about, not to be the 
porter of protests about unpopular departmental decisions 
that have already been made. He should be able to get that 
point across fairly easily in his role as liaison officer with 
the party in the country ; he has just entered upon that role 
by assuming the chairmanship of the liaison committee 
that links government spokesmen with the heads of the 
main central office departments. But the Tory backbenchers, 
whom he was meeting in the 1922 committee this Thursday, 
may be less ready to grasp the point. The tendency of some 
backbenchers to regard Ministers as their stalking horses 
rather than as leaders of their government has not dlways 
been due to bad liaison ; it has sometimes been due to the 
fact that back benchers rather like things that way. 


Owing to a dispute in the printing trade to 
which we are not parties there is a risk that some 
copies of this abbreviated issue will be late in 
reaching readers’ hands. We desire to express 


our regret for any annoyance or inconvenience 
that may be caused by circumstances that are 
beyond our control. 
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Sir David Retreats 


T is sad to see the Minister of Education in flight before 
] the shaking fists of the teachers. He has decided to 
amend the Superannuation Bill so that the teachers’ contri- 
bution will be raised from 6 to 7 per cent on October Ist 
instead of April 1st—thus coming into force at the same 
time as the increase in pay which is now being negotiated 
in the Burnham committee. Sir David Eccles has thus 
yielded to the teachers’ somewhat poujadist argument that 
they should not pay for their pensions so long as some 
of them get unfairly low salaries. In his more courageous 
days Sir David used to say that underpayment in the pro- 
fession was quite a separate question, to be dealt with by 
the Burnham Committee, which could properly take into 
consideration the increase in pensions contributions when 
it fixed the salary increase. 

Actuarially, the change in date may not matter very 
much ; but from every other point of view it is a pity. It 
is not even likely to placate the teachers, who will still 
resent having to pay 7 per cent, perhaps with the more 
vigour now that they have been shown that it pays to 
abandon all pretensions to professional conduct and to act 
as a militant trade union. It will, however, please the group 
of Tory backbenchers who had tabled an amendment 
demanding that contributions should not be increased until 
salaries were raised. Presumably the Minister had come 
to the conclusion that this amendment might be passed in 
the standing committee on the Bill, where the Government 
has a majority of only two. If 0, that only shifts the blame 
for this retreat further back in the Conservative party. 


East Germany Joins the Squad 


SMOKE-SCREEN of political propaganda did not conceal 
A the mainly military purpose of last weekend’s meet- 
ing of the Warsaw Pact powers in Prague. East Germany, 
which has been a non-playing member of the pact, becomes 
a member with full military rights, and her armed forces 
are incorporated in the unified Communist command of 
Marshal Koniev in Moscow. The development is sym- 
bolised by the new general’s uniform of the East German 
Minister of Defence, Herr Willi Stoph, and by his appoint- 
ment as one of Marshal Koniev’s deputies. Since the 
barrack police of Soviet Germany were already 110,000 
strong, this does not add significantly to the numbers of 
Communist-controlled troops in eastern Europe, though 
the new status of the Soviet German army may qualify 
it for better and heavier weapons. But the change under- 
lines the attitude of the Communist leaders that, as Mr 
Molotov put it on Saturday, “there are now two Ger- 
manys.” Czech and Polish dislike of German rearmament 
has been overruled for the sake of bringing Herr Grote- 
wohl’s regime fully within the fold. 

Most of the communiqué after the meeting was devoted 
to the standard criticism of Nato’s “ aggressiveness ” and 
of western “attempts to revive the cold war.” It urged 
once more a Molotov-style security agreement for the whole 
of Europe, suggesting as a prelude bilateral pacts of friend- 
ship between neighbour countries lying on either side of 
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the iron curtain. This may well-herald an extension of 
Marshal Bulganin’s recent American offer to some of the 
free world’s less resolute brethren. But the shaft that may 
strike home most effectively, in West Germany at least, is 
the proposal that all nuclear weapons be withdrawn from 
German soil. This is aimed not at the strategic bombers, 
which can operate from further back, but at the tactical 
atomic weapons upon which the Nato forces depend to 


The Warsaw Pact, a 
treaty of friendship, 
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mutual assistance, 
was concluded in 
May, 1955, by the 
Soviet Union and 
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offset their inferiority in numbers. Their removal would 
make west Germany and most of western Europe indefen- 
sible, but it may make a shrewd appeal to German fears of 
being caught in a nuclear front line. It serves notice that 
Mr Molotov is still fertile in ideas for trying to prise Ger- 
many out of the western alliance. 


Fresh Start in Brazil 


ENHOR JUSCELINO KUBITSCHEK’S inauguration as Presi- 

dent of Brazil is a surprising and encouraging event. 
Until the last moment it was uncertain whether the army, 
which has virtually controlled Brazil during the past several 
months of interregnum, would carry out its pledge to respect 
the will of the electorate. By doing so, the army has con- 
firmed the belief that there are mature and liberal men 
among its officers. The army was instrumental in over- 
throwing the Vargas regime ; it has seen to it that heirs 
of that regime were given the opportunity of returning to 
power after a genuinely free election. 

President Kubitschek’s peaceful start has, however, a 
less idyllic side. The state of siege imposed by General 
Lott after his two recent “anti-coups” has been extended 
despite numerous assurances that it would end when the 
new President took office. Moreover, Senhor Kubitschek 
has been careful to include in his cabinet all the men who 
have achieved power or prominence since the removal of his 
predecessor, President Café Filho. General Lott himself 
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retains the Ministry of War ; Dr Nereu Ramos, who has 
been “ acting President ” during the period of army control, 
becomes Minister of Justice ; Senhor José Maria Alkmin, 
who led Congress in its quick action against Senhor Café 
Filho, becomes Minister of Finance. 


* 


No doubt these appointments will help ensure a peaceful 
transition from the past months of uncertainty and to 
President Kubitschek’s five-year term. But it is not at all 
certain that they will satisfy the President’s more radical 
supporters. Foremost among these is the new Vice- 
President, Senhor Joao Goulart, the man whom the army 
and the conservative Brazilians fear. Accused both of 
Peronismo and of Communist leanings, Senhor Goulart 
considers himself the true heir of Vargas. In some sections 
he received an even higher proportion of the vote than 
President Kubitschek. So far he has remained silent and 
has urged the Labour party, which he leads, to co-operate 
with the Social Democrats. But he has also let it be known 
that he would resign if Senhor Kubitschek repudiated the 
principles on which the election was fought. Thus there 
are political struggles still to come. 


A Question of Reputation 


HE replies that the Home Secretary has given in the 
House to questions about the three “ pardoned ” men 
have been exceedingly unsatisfactory. He has refused :o 
make a transcript of their original trial available to MPs or 
to the public, on the grounds that the Criminal Appeal Act, 
1907, “ normally prohibits ” any action of this kind, “ save 
in the most exceptional circumstances ” ; he does not con- 
sider that such circumstances exist in this case. It is not 
at all clear to many lawyers that his interpretation of the 
Criminal Appeal Act is correct ; if it is, the Act should 
certainly be amended. The Home Secretary has also 
declared that among the factors that determine the com- 
pensation to be paid are “whether the character of the 
persons concerned is such that there has been any loss of 
reputation” and “whether they contributed by giving 
untruthful evidence or otherwise to their own conviction.” 
Without the transcript of the trial, any commentator must 
be dangerously in the dark about this ; whatever the facts 
in this case, it is a very perilous precedent that a Home 
Secretary should seek to fob off criticism by wide-ranging 
and factually unsupported innuendoes. 

In reply to a suggestion that the men might have been 
released from prison on bail while their guilt was being 
investigated and compensation fixed, Mr Lloyd George 
said: “I have no power to release convicted prisoners on 
bail. The question, therefore, does not arise.” Asked what 
inquiry he proposed to make into the causes of the mis- 
Carriage of justice, he said tartly, “I do not propose to 
make any further inquiries into this case.” This is not good 
enough. There are many reasons for concern about this 
case—all of them more serious than the semantic point of 
whether a “free pardon” is the right term for the recog- 
nition that three men, whatever their “ reputations,” were 
sent to prison for a crime that they did not commit. 
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Tests for Oid Crocks 


HE new Minister of Transport, Mr Harold Watkinson, 
has begun his work by reversing Government policy 
over the question of testing old motor cars for roadworthi- 
ness. Last Thursday, in committee, he accepted “for the 
time being” an amendment moved by Mr George Strauss 
providing that cars over ten years old should be inspected 
once a year and issued with a certificate of roadworthiness. 
Mr Watkinson said that he would introduce the Govern- 
ment’s own amendment to this effect later. 

When the bill was debated last summer a similar clause 
was rejected, on Government advice, by the House of Lords. 
Why the change of mind ? Mr Watkinson said that he was 
impressed by the general feeling of the committee, and 
pointed to the figures released last week, showing the results 
of voluntary testing at the experimental station at Hendon. 
At first sight these seem startling enough to account for his 
conversion. Between October 11th, when the station opened, 
and the end of the year 6,393 vehicles were tested, and of 
these five out of six had faults which made them not fully 
roadworthy ; of those manufactured before 1945, 97 per 
cent were faulty. But it would be a mistake to exaggerate 
the significance of these figures, or to rely on the very 
biased accounts of similar experience in car tests in some 
states in America. A search for a fault is usually likely to 
find a fault—if only that the headlights are wrongly aimed, 
as they are, it seems, in four cars out of every five. 

The real reason for the reversal of policy may simply 
be that Mr Watkinson does not agree with his predecessor, 
Mr Boyd Carpenter. The earlier amendment was rejected 
mainly on the ground that a vast and expensive organisation 
would be necessary; the Government was then in fult 
retreat from its realisation that a proposal to require com- 
pulsory tests of all cars—which it had mooted in the last 
Parliament—would require the appointment of a host of 
private garages as agents, with all the openings for corrup- 
tion which that would afford. But the rate at which inspec- 
tions have been made at Hendon—about 100 a day (which 
Means some 25,000 a year) by a staff of eleven—does not 
suggest that the procedure is unmanageable. No one seems 
to know just how many vehicles over ten years old there 
are ; but of about 6 million vehicles on the roads, only 
about 1} million have been running since 1946. It may be 
that a carefully spread chain of official stations would meet 
the need, without having to call on private enterprise at all. 
Mr Watkinson said that he was considering using private 
garages, in addition to Government and local authority test- 
ing stations ; but the less he does this the better. 


War on Trachoma 


T last a Christian body based on Jerusalem has shown 
Paden to live down the handicap of division of the 
city, and to increase its stake there. The British Grand 
Priory of the Order of St John of Jerusalem has taken a step 
over which too many institutions have hesitated, either 
because of the risk of another Palestine war, or because of 
the inaccessibility of Arab Jerusalem, or because of the inde- 
terminate nature of the city’s status. (To the United Nations 
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it is still neither Jewish nor Arab, but a corpus separatum.) 

The Order—connected with Jerusalem since the seventh 
century, and founder of the best eye hospital in western 
Asia—had to abandon the hospital because of the Palestine 
war, and has since been running a makeshift. Now it is 
to spend an initial £700,000 on a new eye-hospital and 
—even more important—an institute for research into the 
cause and cure of trachoma, the eye disease said to affect 
a quarter of the population of the world. 

The choice of site was dictated by two considerations, the 
Order’s ancient connection with Jerusalem and the proxi- 
mity of the UN refugee camps, the inmates of which repre- 
sent hundreds of thousands of controllable cases of the 
disease. A recent UN report records 130,000 cases in 
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camps in Jordan alone. But the choice has other happy 
consequences. It brings some economic activity to a half of 
the city once prosperous but now nearly destitute; it 
improves Jordan’s precarious balance of payments ; and it 
injects new life into British friendship with Jordan and the 
Christian connection with Jerusalem. 

Trachoma is so virulent that infection and re-infection 
spread wherever flies abound or a mother wipes all eyes with 
the same dirty corner of her veil. Antibiotics have improved 
the range of treatment, but only if the virus can be isolated 
and manipulated can the scourge be brought under control. 
Wars and trade have between them carried it half across the 
world and deep into Africa ; the British Colonial Develop- 
ment and Welfare Fund is therefore a subscriber to the 
venture. But its most important feature is that it is born 
of a combination of British push and Anglo-Arab money, 


and that it is capable of conferring a boon on at least three 
continents. 


Fearing the Greeks 


T is hard to imagine anything better calculated to glue 
Cypriots’ ears to their radio sets than the Colonial Secre- 
tary’s statement last Monday on the broadcasts by Athens 
radio to Cyprus. Mr Lennox Boyd said that the Govern- 
ment was determined to keep the weapon of jamming up its 
sleeve for use against these broadcasts if they did not stop. 
Those Cypriots who have been content to listen to Athens 
with half an ear through the buzz of café talk will now 
snatch more eagerly at fruit that may so soon be forbidden. 
If the Government were to-carry out its threat it would 
spoil a good record of never having jammed any broadcasts 
in peace or war, and for a dubious return. The action would 
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be neither sensible nor expedient. It would create an 
impression of fear and clothe lies and abuse with the dignity 
of reputed truth. True, the Greek government's failure to 
curb the broadcasts is unfriendly and its excuses are feeble. 
True, freedom of speech does not mean freedom to incite 
to murder and revolt. But jamming is a clumsy weapon 
incapable of making distinctions, and it would in this case 
be ineffective. Every pulpit and village school could be, 
if it is not already, an effective source of Greek disruptive 
propaganda. Athens radio has contributed to the terrorism 
in Cyprus. But it is not the sole or the main cause ; the 
roots of the troubles lie in years of lazy decisions. 


Farmers’ Own Troubles 


HE National Farmers’ Union, which met last week for 
= its annual convention, has recently been ruffled by a 
mild outbreak of bickering within its usually united ranks. 
First came the attempt to form a breakaway union of Welsh 
farmers ; the movement gained support in only a few 
counties and now seems likely to be nipped in the bud. 
Next came the curious affair of the President’s “ palace,” 
as one daily newspaper elected to describe Sir James. 
Turner’s house in Hertfordshire. This house was to have 
been purchased by the union for the use, rent-free, of Sir 
James and his successors in the Presidency. The arrange- 
ment was justified in view of the need for a farmers’ leader 
to reside near London as well as on his farm, while it con- 
stituted the mildest possible reward for Sir James’s great 
services to British farmers. Sir James has now, with 
dignity, refused to sell his house. 

The most serious charge against the union leadership has 
been that of neglecting the interests of the smaller farmers. 
Its Gallic overtones apart, the Welsh revolt was a symptom 
of this suspicion. Many small farmers have found milk 
production, on which they rely heavily for the most regular 
part of their income, is becoming increasingly unprofitable. 
But if the NFU is to blame, it was for resisting too long 
the painful economic adjustment from which marginal milk 
producers are now suffering—thus making it in the end 
more painful for them. The union has also several times 
favoured increases in production grants (which are relatively 
of more help to sinall farmers) rather than in commodity 
prices. The idea that the union is run by and for the big 
arable farmers is completely outdated. 

Domestic troubles apart, the farmers are once again feel- 
ing militantly angry with the Government. Last year, Mr 
Butler used honeyed words to avert the threat of a farmers’ 
vote of no confidence in Government policy. This year, 
there being no election, the task fell to Sir James Turner, 
whose success in handling the meeting revealed that con- 
fidence in his personal leadership is unshaken. There were, 
however, regrets that one of the few constructive motions, 
asking the union to formulate its own agricultural policy in 
consultation with representatives of landlords and workers, 
was not voted on. Instead the Government has been left 
as usual in no doubt that the farmers want “ full recoup- 
ment” for their rising costs; and it may have culled a 
further impression—that farmers as well as Ministers are 
getting fed up with a price review system which annually 
throws agriculture into political turmoil. 
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A Militant Mammoth ? 


T the end of this month the Amalgamated Engineering 
A Union is to hold a conference of all the unions con- 
cerned in engineering, with a view to discussing the 
possibility of their amalgamation into one big union. 
This has sounded sufficiently alarming for some journalists 
to start totting up the strength that the Communists 
could deploy if the conference succeeded. The AEU 
—which, with nearly a million members, would provide 
the bulk of the new union—is under communist assault 
and some people even believe that it may pass under 
communist control in this year’s elections for the presi- 
dency and for vacancies on the executive. The next most 
powerful force in the amalgamation would be the Electrical 
Trades Union, which would bring 200,000 members and a 
concentrated injection of Communism ; presumably all or 
most of its communist leaders would press eagerly for 
places on the new executive. The Foundry Workers, with 
about 75,000 members, are also very left-wing. No wonder 
that World News, a weekly for internal circulation in the 
Communist party, supports the merger. 

But alarm is almost certainly unnecessary. This proposal 
for an amalgamation is not new. Indeed, it comes up every 
three or four years, and the unions merely talk about it and 
then go their separate ways. Most of them are in favour in 
principle, but in practice there are many objections. The 
little unions fear to come under the domination of the AEU, 
and are unwilling to lose their names and identities and craft 
designations ; their leaders do not relish becoming nobodies 
in the big amalgamation ; and members who are paying 
union contributions of, say, a shilling or so a week are not 
keen to join up with unions where the contribution is half- 
a-crown. Moreover they are doing nicely as they are. For 
bargaining purposes they are already united in the Con- 
federation of Shipbuilding and Engineering Unions, and the 
only advantage of amalgamation here would be that they 
could perhaps oppose more strongly the usually moderate 
views of the general unions—which, as organisers of the 
unskilled workers in the engineering industry, have not even 
been invited to the forthcoming conference. It would 
probably need a Bevin, as well as less prosperous times, to 
bring this fusion about. 


Democracy in Saigon 


HE text of the new electoral law published in Saigon 
f confirms the view that “democracy” is not yet 
included in the programme of the Diem government, despite 
al! protestations to the contrary. In effect, the election will 
be a second instalment of the policy of consolidation by 
plebiscite, which began last October with the referendum 
proclaiming Mr Ngo Dinh Diem President of the Republic 
of Vietnam. 

Voters in the area under Mr Diem’s control—which is 
considerably smaller than the theoretical area allotted to 
his government under the 1954 Geneva agreements—will 
ge to the polls on March 4th to elect a constituent assembly. 
Voting will be direct and by universal suffrage, but the 
government clearly reserves the right to veto candidates not 
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to its liking. Thus all candidates must have resided in 
Vietnam for the past six months (which excludes political 
exiles and even recent nationalist arrivals); again, “ unsuit- 
able” candidates can be barred, and the definition of 
“unsuitable” is wide enough to rule out former officials 
who have been suspended or dismissed. Once elected, the 
deputies will be immune from arrest only if they do not 
support the policies or activities of Communists or rebels— 
a provision which appears to guarantee the government’s 
immunity from criticism. 

The work of the assembly, too, will be severely circum- 
scribed. Its life is limited to 45 days. Within that time it 
will be required to vote on a draft constitution prepared 
during the past few months by a committee consisting 
mainly of ministers and officials. If the President disputes 
any recommendation of the assembly, he will have the 
power to order a second reading. If a further amendment 
is proposed which he finds objectionable, he can dissolve 
the assembly and order a referendum. If the assembly does 
not complete its work within 45 days, it is to be dissolved 
and fresh elections held within 60 days. 

A case can no doubt be made out for this haste. Mr 
Diem wants to have his constitution working by July, when 
country-wide elections were supposed to be held under the 
Geneva agreements. And he may well argue that his course 
ot action will be vindicated when it is found to have made 
communism impossible in southern Vietnam. But it seems 
likely to make democratic government equally impossible. 


The Drinking Classes 


RITAIN is becoming more and more a wine-drinking 
B nation. That is one of the conclusions to be drawn 
from the annual report of the Customs and Excise com- 
missioners, published last week. The best statistics on the 
subject are clearances from bond, for the wine merchant 
withdraws wine from bond in the expectation of being able 
to sell it in a matter of weeks. In the year ended March, 
1955, Clearances totalled 11.8 million gallons, compared 
with 10.1 million gallons in 1953-54 ; and tax revenue from 
wine was {19.6 million, compared with £17.7 million the 
year before. Since then, according to the trade, in spite of 
the autumn Budget and the credit squeeze the rise in wine 
consumption has continued. 

The increase is clearly due to rising incomes, to the 





BRITISH WHOLESALE PRICES 
INDEX NUMBERS 1938=100 


ALL ITEMS 


FOOD AND TOBACCO 





atts Tether nen 8 . pate ie nine 
faa HARD es i Mt I cated OD. 


LEDER. IEE AOI 


RETR I IDE ti te 


nt ice cba a 


ae 
& 
= 
3 
oR 
% 
# 








¥ — 


PO 


362 


success of the “ wine by the glass ” campaign, to ever better 
and more numerous luncheons charged up to expenses, and 
to unBritish habits picked up abroad. Above all, however, 
it is due to the action of one man, himself an ascetic and 
teetotaller—the late Sir Stafford Cripps. In 1949, mainly 
to help France which was then passing through one of its 
customary crises, he halved the duty on light (table) wine. 
And as its price has remained steady since then, while the 
cost of less gracious living has rocketed, table wine becomes 
more of a bargain with every year that passes. Heavy 
wines, on the other hand—port, sherry and their imitations 
—continue to labour under the duty of 50s. per gallon (40s. 
for Commonwealth wines). Sherry gets along quite suc- 
cessfully, but the port trade is still in the doldrums, in 
spite of its attempts to persuade the working man that this 
is just his drink. 

The working man’s taste is changing somewhat, but not 
in that direction. Beer consumption has fallen every year 
since the war and is now, for a larger population, well below 
the prewar figure of 25 million barrels. Whisky has lately 
been gaining on gin as more supplies have become available 
for the home market, but withdrawals from bond were st'll 
only 4.7 million gallons in 1954-55 (§4 million in the calen- 
dar year 1955) compared with 6.9 million in 1938. On the 
other hand, over twice as much gin—3.8 million gallons in 
1954-55—goes down the British hatch as went down it 
before the war. These changes in drinking habits have not 
been accompanied by any increase in drunkenness—except, 
most unfortunately, among the very young. 


Rehabilitating Voznesensky 


OR the first time in years an official Soviet journal has 
made a favourable reference to Nikolai Voznesensky, 
the Soviet wartime chief economic planner, to whom 
hitherto it was only permitted to refer as “ an enemy of the 
people.” The fall and disappearance of this prominent 
member of the Politbureau in 1949 is one of the unsolved 
mysteries of postwar Russia. His rise had been meteoric ; 
he and Malenkov were the most successful members of the 
younger generation. In 1938, when he was 35, he was 
appointed head of the Gosplan (the state planning commis- 
sion) and a year later he became a vice-premier in charge 
of economic affairs. After the war, he was rewarded for his 
services with full membership of the Politbureau. Vozne- 
sensky had become one of the most important figures in the 
Soviet hierarchy. His fall when it came was as sudden as it 
was mysterious. 


Voznesensky’s sins were never clearly explained, though 
they were undoubtedly connected with the shaping of Soviet 
economic policy. Was he a premature Malenkovist ? The 
first open attack on him was launched shortly before Stalin’s 
death, while immediately after it, a former colleague of his, 
M. Kosyachenko, inherited the chairmanship of the 
Gosplan. Voznesensky’s book “The War Economy of the 
Soviet Union in the Second World War,” which had been 
deprived of its Stalin prize and withdrawn from circulation, 
is now again praised in Voprosy Istorii (Problems of 
History) as a valuable contribution to the history of the 
war. Thus, timidly and probably posthumously, Voznesen- 
sky is being rehabilitated. Soviet economic journals could 
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seize this opportunity to throw some light on the causes of 
his fall. By providing some clues to this enigma, they would 
render more than a historical service. The vagaries in the 
fortunes of comrade Voznesensky are significant not only for 
the past, but also for the present. struggle over Soviet 
economic policy. 


India’s “Life” in its Hands 


HE Indian Government’s decision to nationalise life 
2 insurance had long been rumoured but was still an 
unwelcome surprise. Some 17 non-Indian companies will 
be affected ; three of these are exclusively engaged in life 
insurance and 11 are British companies. Although the total 
volume of life insurance done in India by British firms is 
relatively small, and proper compensation will no doubt be 
paid, the decision is likely to have far-reaching consequences. 


Some sections of the insurance business in India did need 
overhauling ; but the British firms with their long experi- 
ence and widespread investments are not in this category. 
Still, having committed itself.to the policy of nationalisation 
the Government of India obviously could not make excep- 
tions. The decision needs to be seen, however, in the con- 
text of India’s preparations for the second five year plan, 
the final blueprints of which should soon be published. The 
Indian planners have become convinced that no great 
reliance can be placed on foreign help in raising the huge 
sums of capital required to carry out their ambitious plans. 
They are, therefore, actively searching for new internal 
sources of capital formation. Whether in fact taking over 
life insurance will ease their problem is a moot point. The 
decision is bound to set up adverse reactions in potential 
investors, particularly foreign investors, who might have 
been willing to risk their capital in Indian industrial projects. 
‘ Not long ago the Reserve Bank of India made a study 
which showed that at the end of 1953 more than 80 per cent 
of foreign business investments in India were British. 
India’s need for foreign investment is certain to rise in the 
next five years, and British firms with -their- long-standing 
interests and connections in India are anxious to continue to 
play a major role. But firm assurances about the govern- 
ment’s future plans for nationalisation will be needed if the 
flow of capital to India is not to suffer. 
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Nowhere in the world is the technical quality 
of British television surpassed. And this leadership 
will be maintained, for, despite present-day achieve- 
ments, research goes on ceaselessly. 

In television, as in other fields of electronics, Mullard 
scientists work hand in hand with the designers of 
Britain’s leading setmakers. This combination is your 
assurance of the highest available standards of 
performance and quality. When you buy a receiver 
fitted with a Mullard picture tube, Mullard valves and 
magnetic components, you afe sure of the best 
possible return for your money. 
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Letters to the Editor 


The Rolls-Royce Strike 


Sir—If many of your readers share the 
opinions of Mr H. O’Hear, then I am 
glad he has written so that I may clear 


up the point he raises. It has not been 
ignored either by myself, or any other 
trade union leader, or by the workers 
themselves. 

The agreement to which he refers is 
clear in its terms and states: 

“(a) The procedure of the Provisions 
for Avoiding Disputes so far as appro- 
priate, applies to: 

(i) General alterations in wages ; 

(ii) Alterations in working conditions 
which are the subject of agree- 
ments officially entered into ; 

(iii) Alterations in the general working 
week ; but such alterations shall 
not be given effect to until the 
appropriate procedure between 
the Federation and the Trade 
Union or Unions concerned has 
been exhausted.” 


All engineering employers neverthe- 
less have always insisted on _ their 
unqualified right to manage their own 
factories and to employ whoever they 
consider suitable. It therefore follows 





that the workers, too, must also have 
the right to say with whom they will 
work. This only was the issue before 
us, and it was not covered by the Pro- 
cedure Agreement as outlined above.— 
Yours faithfully, JoHN M. Boypb 
London, S.E.23 


Fourth Term for 
Mr Menzies 


Sir—There are certain qualifications 
that should be made to your summary 
of the basic causes of Australia’s present 
inflation. Whilst a strong case can be 
made for the view that Australia should 
have appreciated her currency—perhaps 
to parity with sterling—in 1950-51, when 
wool prices were soaring, or even in 
earlier postwar years, no such case could 
be made for doing so in more recent 
years. At present this could be 
accomplished only if accompanied 
by a really swinging and intolerable 
deflation—or else by an_ intensifica- 
tion of controls that would make the 


present restrictions on imports look 
half-hearted ; otherwise the level of 
Australia’s imports would soar and 


Books & Publications 





Interpreting History 


THE CRITICAL METHOD IN HIS- 
TORICAL RESEARCH AND WRITING. 
By Homer Carey Hockett. 

New York and London: The Macmillan 
Company. 345 pages. 35s. 


HISTORY IN A CHANGING WORLD. 
By Geoffrey Barraclough. 
Blackwell. 254 pages. 18s. 


HE organisation of historical studies 

in the western world is based on a 
positivist assumption surviving from the 
nineteenth century. The chief task of 
research students is to discover “new 
facts,” their chief exercise “ historical 
criticism.” Of this Alexandrian phase 
of historical culture Professor Hockett’s 
book, first published in 1931 under the 
ttle “Introduction to Research in 
American History” and now much 
enlarged, is a humane and valuable 


monument. It is an American “ Langlois 
and Seignobos ”—a guide to the writing 
of a doctoral dissertation, containing 
much incidental information on Ameri- 
can historiography, and written (despite 
the warning in the preface) in a lively 
and civilised manner. 

Professor Barraclough’s book assaults 
the premises of Professor Hockett’s, 
arguing that what is needed is not so 
much new knowledge as a new vision 
playing on old facts. “The failure of 
the historian to provide an interpreta- 
tion of history, to say what it is all about, 
is another example of the notorious 
trahison des clercs, of the refusal of 
the specialist to live up to his work.” 
Mr Barraclough discusses the big ques- 
tions: is there a European civilisation? ; 
how far are America and Russia part of 
it? ; has modern Europe forfeited an 
international unity enjoyed by the 
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unemployment in her manufacturing 
industries would rise to an extent far 
greater than anyone could reasonably 
advocate as necessary to improve the 
balance of the Australian economy. 
There is no escape to be sought from 
Australia’s present troubles by altering 
the exchange rate up or down. Any 
implication or suggestion that there may 
be runs the risk of distracting attention 
from the clear conclusion suggested by 
the rest of your analysis: namely, that 
what is needed is a strong dose—it need 
not be an intolerably uncomfortable one 
—of internally administered disinfla- 
tionary medicine.—Yours faithfully, 
J. O. N. PERKINS 
Australian National University, Canberra 


Essentials in Steel 


Sir—In your article of January 7th you 
say: “ Meanwhile consumers in Britain 
have to import at yet higher prices.” 

Manufacturers of coal-face machinery 
for the National Coal Board are being 
compelled to import steel at higher 
prices than for British steel, yet a pro- 
portion of the coal the NCB produces 
goes to produce British steel. You men- 
tion that the steel manufacturers will 
produce more steel in 1956. Is it not 
logical and also in the steel manufac- 
turers’ own interests, that they should 
allocate a proportion of this increased 
tonnage to the companies who are manu- 
facturing vital coal-mining machinery 
for the NCB ?—Yours faithfully, 


N. J. MuscHAMP 
Mansfield Woodhouse 


Middle Ages? ; what is a_ rational 
chronology of European history to 
replace this obsolete division into 
medieval and modern?; how have 
Europe and the non-European world 
reacted upon one another? ; is federa- 
tion the way to preserve the European 
inheritance? ; and what is the observable 
rhythm of civilisation—progressive and 
unilinear, or discontinuous and cyclic? 


With scholarly delicacy and circum- 
spection, he maintains the cyclic view. 
He aptly observes that the transient 
fashionable novelty is not this theory, 
today wrongly attributed to Spengler 
and Toynbee, but the belief in progress 
which it is superseding. The main object 
of historical study is to work out a com- 
parative time-sheet of civilisations, 
which will incidentally enable us to 
understand our own times: “we can 
see that we are nearing the end of a 
phase parallel to that in Classical 
civilisation which ran from Alexander 
to Caesar.” Historians’ criticism of 
Toynbee usually resembles a picture of 
Neanderthal men dancing round a 
trapped mammoth, barbarically intoxi- 
cated by a superiority of methodological 
equipment. Mr Barraclough is the first 
British historian to prove himself 


capable of rising to Mr Toynbee’s own 
level and discussing Mr Toynbee’s own 
theme. The knowledge is less universal, 
but the mind tougher and sharper. It 








rHE ECONOMIST, FEBRUARY 4, 1956 


is seen at its best in pungent comments 
on the social pretensions of science, the 
insoluble tension between European 
nationalism and “the European idea,” 
the manner in which we can reasonably 
hope Western values to survive, the 
supposed danger of a nuclear war 
destroying the human. race, and the 
irrelevance of the word.“ pessimism ” to 
the cyclic view of history. 

Professor Barraclough is a medievalist 
of high distinction, and the two best 
essays in the book are those on Frederick 
Barbarossa (a paragon of a commemora- 
tive lecture, placing a ruler in a broad 
historical context) and on the medieval 
Empire. In the modern period he treads 
less surely. It could be argued that, if 
Mr Toynbee imposes the rhythm of 
Greece and Rome upon all history, so 
Mr Barraclough reads medieval themes 
into modern history, especially when he 
argues that European development has 
been continuously dependent on 
external influences. Perhaps he exag- 
gerates the deviation of American 
history from European, and the approxi- 
mation thereto of Russian. His 
provocative thesis that the European 
balance of power was never transferred 
outside Europe, where the contrary prin- 
ciple of preponderance established itself, 
misconceives the system of the balance, 
which is no less apparent in Western 
dealings with Islam, China and Africa 
than in Europe itself. His suggested 
division of European history into four 
main periods, divided at the years 900, 
1300, and 1789, does not quite square 
with his three revolutionary crises of 
the Investiture Contest, the Reforma- 
tion and the French Revolution. 


On a deeper level, it seems unwise to 
argue that the Russian victory at Stalin- 
grad made a total revision of European 
history necessary. If we alter our 
historical framework in accordance with 
political events, as continental peoples 
rename their streets, we exaggerate inio 
principles of interpretation what should 
at best be stimuli, and chain ourselves 
more securely to the tyranny of rela- 
tivism. The deepest impulse of the 
historical vocation is the desire to escape 
from the Zeitgeist, to give a picture of 
the past that will be more true, in colour, 
perspective and detail, than any that has 
been offered before. Into the nature of 
this truth Mr Barraclough is not con- 
cerned to probe. 


Nevertheless this is the most important 
volume of historical essays to appear in 
England since 1945. It restores the 
broken tissues between scholarship and 
life, history and politics, past and 
present. It is a book for the average 
intellectual man. The presentation is as 
good as the substance, and author and 
publisher are to be especially thanked 
for courtesies towards the reader that 
are becoming uncommon: we are told 
where and when each talk or essay was 
first delivered or published ; footnotes 
are at the bottom of the page and not at 
the end of the book ; they contain rich 
bibliographical references to recent 
continental literature; the index is 
excellent, and considers the reader who 
wants to trace the movement of ideas. 


Hume the Economist 


DAVID HUME: WRITINGS ON 
ECONOMICS. 

Edited and introduced by Eugene Rotwein. 
Nelson. 335 pages. 30s. * 


- volume reprints, with a lengthy 
4 and excellently conceived introduc- 
tion by the editor, nine of the twelve 
essays that appeared in Hume’s Political 
Discourses and twelve extracts from his 
private correspondence. The growing 
recognition of Hume’s importance in 
the history of economic thought makes 
it desirable to have a convenient reprint 
of these essays, and an attempt to 
associate Hume’s economic ideas with 
the rest of his philosophy is long over- 
due. For Hume was much more than a 
critic of contemporary notions ; he was 
an important influence in the transition 
to classical doctrine and in some respects 
his thought was more penetrating than 
that of any classical writer. In par- 
ticular, his economic ideas were per- 
meated by his views on psychology and 
history. Mr Rotwein does well to bring 
this out. Hitherto commentators have 
concentrated mainly on the mechanical 
elements in Hume’s economic analysis 
as seen in his essays on money, on 
interest and on the balance of trade, but 
these do not exhaust his economic 
contribution. 


The essays were written, in “ the easy 
style and manner ” of the man of letters, 
shortly after the unsuccessful publication 
of the “ Treatise of Human Nature,” and 
it would have been strange if so funda- 
mental a work as the Treatise had left 
no mark on the author’s treatment of 
economic situations. Indeed, Hume 
made it clear in the advertisement which 
accompanied the first edition that he 
intended, if he had “good fortune to 
meet with success,” to complete the 
Treatise with an “examination of 
morals, politics and criticism.” The fact 
that the Treatise brought no immediate 
success matters little. Some part of his 
intention was in fact fulfilled in formal 
exposition ; some of it was fulfilled, 
though less systematically, in the essays. 


The essays have a unity and purpose 
that transcend their eighteenth century 
setting. Hume’s sense of natural his- 
tory, for example, is concerned with the 
effects on human behaviour of environ- 
mental changes. Here the blend of 
psychology and history is more subtle 
and more successful than in Adam 
Smith, whose approach is broadly 
similar. For Adam Smith, the subjec- 
tive aspects of human behaviour are 
universals, whereas for Hume they are 
historical variables, and it would be 
easier to become a doctrinaire on the 
basis of Smith than on the basis of 
Hume. The same difference appears in 
their discussions on capital accumula- 
tion. For Hume, the effective desire to 
save depends both on the opportunities 
which people have to improve them- 
selves and on the means by which they 
earn their incomes. For Adam Smith, 
there is everywhere an intense desire to 
improve one’s lot and there is no reason 
why all groups should not be equally 
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frugal at all times. In relation to the 
modern interest in problems of economic 
development and the particular prob- 
lems of underdeveloped areas Hume 
may prove the safer guide, and the 
essays can be re-read today with great 
profit. 


Crime and Guilt 


MENS REA IN STATUTORY 
OFFENCES. 

By J. LL. J. Edwards. 

Macmillan. 311 pages. 2ls. 


PARLIAMENT can legally do any- 

thing. At common law there is a 
rule that no one can be guilty of a crime 
unless not only he has committed some 
guilty act but also his mind and inten- 
tion are guilty. Into that rule statute, as 
interpreted by the courts, has made 
serious inroads, the apotheosis being 
reached in 1933 in R. v. Larsonneur 
where an alien was convicted of “ being 
found” in a prison cell where she was 
much against her will. 


Since 1946 there has been a reaction 
against the harsh principle of absolute 
criminal liability, both in Parliament 
and in the courts. In 1951, Devlin, J., 
whose contributions to contemporary 
jurisprudence are too much _ hidden, 
said: “... where the punishment of an 
individual will not promote the 
observance of the law either by that 
individual or by others whose conduct 
he may reasonably be expected to 
influence, then, in the absence of clear 
and express words, such punishment is 
not intended.” 


* 


The purpose of Dr Edwards’s 
analytical study is to explain the varying 
degrees of guilty knowledge that are 
necessary in order to be convicted of 
crimes enacted by statute—which nowa- 
days are the overwhelming majority. 
He probes into the nuances of meaning 
of “ malice,” “ wilfulness,” “ knowingly,” 
“permitting,” “suffering,” “ causing,” 
“allowing” and “fraudulently.” [t 
is important that the law, especially 
the criminal law, should be certain. 
After reading 20 or 30 pages of 
Dr Edwards the mind begins to reel, 
and by the time the end is reached the 
reader wonders how any lawyer can ever 
advise any client. 

While laymen, and many lawyers, will 
find much of this book heavy going, the 
later chapters are easier. Dr Edwards 


suggests that one day some enterprising ~ 


member of Parliament will call attention 
to the widespread practice of imposing 
criminal liability independent of any 
moral fault. He fears that the process 
of basing criminal liability upon a 
theory of absolute prohibition may well 
have the opposite effect to that intended 
and lead to a weakening respect for the 
law. Ideas which run on these lines 
sooner or later give birth to the realisa- 
tion that the modern state requires a 


new way of enforcing its economic and | 


social policy and that the criminal law 
should be kept for criminals. 
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American Survey 
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AMERICAN SURVEY is prepared partly in 
the United States, partly in London. 
Those items which are written in the 


United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London, 





Hi, Partner ! 


Washington, D.C., Tuesday. 

S the Prime Minister’s ship pulled into New York 

harbour last Monday, British and American experts in 
Washington were arguing about the kind of final com- 
muniqué to be issued at the end of his visit. The Ameri- 
cans wanted it penny plain, the British tuppence coloured. 
There was, however, no difference about the substantial 
character of this week’s conversations. Their purpose was 
tu harmonise attitudes in general rather than to make a 
series of precise decisions. Their result will not be judged by 
adding up shopping lists of successes or failures, but by the 
gradual working out of extremely delicate policies during 
the coming year. 

Washington is giving Sir Anthony Eden a full chance of 
establishing himself with the American public as Sir 
Winston Churchill’s successor. He is to address the Senate 
and House of Representatives separately on Thursday (he 
does not quite rate a joint session of Congress), his high 
reputation as a television performer is to be tested over two 
networks on the same evening and on Friday he is to con- 
duct an American-style free-for-all press conference. 
Americans have grown cynical of late about European 
premiers as one after another uses an American visit as a 
last desperate throw before his government collapses beneath 
him. Since Sir Anthony’s recent difficulties at home have 
been widely and perhaps exaggeratedly reported, there was 
some tendency in Congress and the press to treat even his 
visit in the same light. But once he was in Washington the 
special nature of the Anglo-American partnership was 
emphasised in a way that was sometimes lacking in the days 
when Sir Winston Churchill was suspected of pushing his 
way ahead of the queue of America’s numerous allies. 


x 


The Prime Minister comes at a moment when Anglo- 
American relations are scarcely ruffled and when the world 
can be surveyed in a mood of temperate realism. The British 
know that there are some things that, supposedly, cannot 
be done in an election year. This is largely a legend: 
President Eisenhower could do practically anything, ill or 
well, candidate or no candidate. But every great power 
needs some decent excuse for postponing decisions and the 
inhibitions of the American election season now rank as an 
accepted convention on the diplomatic stage. Some 
disagreements, such as those over the recognition of 
Communist China and the status of Formosa, could not 
therefore be more than mentioned. Moreover, it was clear 
before Sir Anthony arrived that some of the specific ideas 


mooted in London—the ending of the blockade of China, 
American membership of the Baghdad Pact and the attach- 
ment of strings to King Saud’s oil royalties — were not 
acceptable to the Americans. Similarly, though the Ameri- 
cans continue to prod the British into giving aid and comfort 
of some sort to M. Monnet’s supranational European 
pressure group, there was no serious expectation that Britain 
would agree to join the European atomic organisation. 

This does not mean that talks on such matters are not 
worth while, for they enable the highest policy makers on 
each side to be coached in the attitudes and processes of 
thought of their opposite numbers. Moreover, while these 
are matters on which Britain and the United States have 
different policies, much the most important class of subjects 
discussed are those on which both sides are somewhat at 
a loss for a policy. By far the most serious of these are the 
new Russian economic offensive in the Middle and Far 
East and, closely related to it, the Arab-Israeli infection. 
It used to be a favourite British complaint against the 
Americans that, by the time all the departments of the 
United States government had compromised their differ- 
ences, it was too late for America’s allies to influence its 
policy. Now the British are being told that if they have 
any ideas they are most welcome to produce them. 

American opinion has not yet crystallised on the per- 
plexing issues raised by the new Russian moves. Widely 
differing views can be found within the Administration and 
within the same department, let alone in the country at 
large. There is one group, strongly represented in the 
Treasury, in Congress and in the conservative press, which 
cannot speak too highly, in retrospect, of the achievements 
of the Marshall Plan, but which differentiates sharply 
between the repairing of temporary damage to an existing 
industrial base in Europe and the establishment of entirely 
new industrial societies elsewhere. It is held that for the 
United States to commit itself indefinitely to helping the 
new nations of Asia and Africa on a massive scale would 
involve America in an undertaking which must in the long 
run prejudice its own prosperity. 

Closely allied to this view is a further group which gains 
strength with every rebuff suffered by American pride from 
Indian leaders or Arab mobs. This group argues that 
American ideals and methods are not really transferable to 
densely over-populated areas with their own indigenous 
cultures. Technical assistance under Point Four is well 
enough, since local experts are shown how to teach their 
own people, but any direct American impact more often 
results in anti-American prejudice than in any positive gain. 
It seems natural to the self-reliant American that proud 
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nationalists should resent being the perpetual recipients of 
charity. Logically, these opinions should lead their holders 
to sit back and invite the Russians to come in, confident 
that, on the one hand, they will exhaust their weaker 
economy by ladling out help which even America could 
not afford, and that, on the other, they will reap from their 
generosity a harvest of ill-will. While there are some 
Americans to be found with the courage of these convic- 
tions, there are not many who, when it comes to the point, 
are happy at the idea of taking the risk. 


* 


On the other side are those who feel that the United 
States should welcome Russia’s switch from the field of 


military force, where the Communists have an advantage, . 


to that of economic competition, where, if nowhere els2, 
the United States ought to excel. The logical policy of the 
Americans who hold this view is a passionate commitment 
to long-term economic aid over large geographical regions. 
This was the approach of Mr Nelson Rockefeller, until 
recently a presidential assistant, and it is still represented 
by the Vice-President and others within the ranks of the 
Administration. There are, however, two disturbing ques- 
tions. Are the Americans to rush in with concrete projects 
wherever the Russians choose to make paper promises ? 
Further, are Americans to go back on their professional 
advice about the right order of priorities for the develop- 
ment of a backward country whenever the Russians threaten 
to make the glamorous gesture? The Russians, for 


whe 
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example, have gained much kudos for paving the streets of 
Kabul. Should the Americans have been less firm in their 
austere insistence that it was more important to develop a 
river valley and build up a health service ? 


While Sir Anthony Eden will have been given full oppor- 
tunity to help the Americans to make up their own minds 
on this subject, he will have found no disagreement on the 
priority to be given in the Middle East to the problem of 
Israel. Despite the traditional importance of the Jewish 
vote in an election year, there is a strong feeling within the 
State Department that the utmost delicacy must be shown 
in the handling of Egypt. Indeed, the main practical result 
which the Americans seek from the conference is the 
synchronising of the long series of secret negotiations which 
has been planned on the model of those which led to the 
Trieste settlement. Colonel Nasser is regarded as the key 
to the situation on the ground that, when terms of settle- 
ment are ground out, there must be one man on the Arab 
side who can make agreement stick ; he seems the only 
likely candidate. The Czech arms purchase is now even 
looked upon by the practical diplomats on the American side 
as something of a blessing, since it has made Colonel Nasser 
feel less dependent on the west and therefore in a stronger 
position from which to negotiate. The problem, by this 
reckoning, is to procrastinate on Israel’s request for arms 
at least until negotiations are well under way. Little reliance 
is placed within the State Department on the Baghdad Pact, 
except as a nucleus for a military position after the Israeli 
dispute has been cleared up. 


Prosperity in 1955 


$ billion: seasonally adjusted annual rate 
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Source : Economic Report of the President, January 1956. Final 1955 figures are estimates by the Council of Economic Advisers, 
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Casus Belli? 


N their bitter attempt to prevent racial integration in 
publicly financed schools and thus to preserve what 
they believe to be the basis of their way of life, southerners 
are taking steps ranging all the way from outright violence 
against Negroes to complex legal manceuvres. Among the 
latter the most prominent is the revival of the so-called 
“doctrine of interposition,” which goes back to ideas ex- 
pressed by Thomas Jefferson and James Madison in 1798. 
It holds that individual states or groups of states have the 
right of “ interposing ” their power between their citizens 
and the federal government if the latter has exceeded its 
constitutional authority. Last week, in the Civil War capital 
of Richmond, the Governors of Virginia, Georgia, Missis- 
sippi and South Carolina met and urged all the southern 
states to join with them in passing “ resolutions of inter- 
position.” In their view the Supreme Court violated the 
rights of the states as embodied in the Constitution when, 
in May, 1954, it took its famous decision. 

Although “ interposition ” is a theoretical device invoked 
by the New England states in 1814 and by Wisconsin in 
1859, constitutional lawyers are extremely dubious about 
its modern relevance and feel that the Civil War showed 
it to be false in a final, if empirical, way. Consequently, 
southern leaders are preparing to link it with a complex 
constitutional manceuvre. This calls for an amendment to 
the Constitution to be proposed explicitly barring racial 
segregation in the schools. Southerners argue that such a 
measure would never be ratified by three-fourths of the 
states—the minimum required to change the Constitution. 
Its rejection would, they say, clearly show that the Supreme 
Court had acted unconstitutionally in the first place. From 
the legal point of view, this whole idea may be totally 
unsound, but it would gain valuable time. 

Some southern states are more impatient: against the 
advice of the Governor, the Alabama Legislature passed a 
resolution declaring the Supreme Court’s ruling “ null, 
void and of no effect.” But the newly-inaugurated Gover- 
nor of Mississippi summarised what appears to be the 
prevalent attitude among southern leaders. He said that 
those who were trying to impose racial integration in the 
South might “as well try to dip the Atlantic dry with a 
spoon,” but he added: “I don’t believe in making war.” 
American history shows that under changing circumstances 
the Supreme Court has amended and reversed itself. 
Southerners, on the whole, have taken the wise view that 
the necessary pressure from public opinion can best be 
initiated by legal means. The ominous, but distant, ques- 
tion is what will happen when the latter fail. 


Credit—Hot and Cold 


HE only, and not very sensational, surprise in the Presi- 
dent’s Economic Report last week was his recom- 
mendation that Congress should consider restoring to the 
government its authority to regulate the terms on which 
instalment credit is granted to consumers. The President 
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does not intend to use such authority at the moment, but 
would like to have it available permanently, for use when- 
ever it is needed to offset the economic instability which 
develops when sales of automobiles and other durable goods 
are over-stimulated by excessively generous terms for hire 
purchases. Last year instalment debts rose by over $5 
billion, a record amount, to about $27.5 billion and to 
10.3 per cent of disposable personal income, far higher 
than ever before. This is not, however, generally considered 
a dangerously high ratio under present conditions and, in 
any case, the various indirect restrictions applied to instal- 
ment credit by the government checked the rapidity of its 
rise during the last months of 1955. 

But a number of experts, led by Mr Allan Sproul of the 
Federal Reserve Bank of New York, point out that in 1955 
consumers were encouraged to buy durable goods, especially 
cars, on the instalment plan by a lowering of interest rates 
and of down payments which can hardly be repeated. The 
fear now is that consumers will decide to pay off their 
debts in 1956 rather than to incur new ones ; indeed, the 
interest payments to which they are already committed 
may leave them little choice. This would remove the 
stimulus that set off 1955’s boom and might bring a danger- 
ously sharp reaction. Because of this tendency to over- 
expand instalment credit in boom periods, Mr Sproul and 
many other bankers believe that the government should 
once more be authorised to control it directly. On the 
other hand, Mr Harlow Curtice,-of the General Motors 
Corporation, which is suffering already from a decline in 
the demand for automobiles, argues that the government 
has interfered too much and that instalment credit should 
be made easier to obtain if present prosperity is to continue. 

There are Democrats in Congress who share Mr Curtice’s 
view and, when it comes to housing, the political approach 
to credit policy is even more pronounced. Mortgage debt 
on houses rose by over $13 billion in 1955, to nearly $90 
billion, and here also borrowing terms were eased substan- 
tially. But in this case the government was able to apply 
checks directly, through its mortgage guaranteeing activities 
and in other ways ; as a result of these checks and of the 
general tightening of credit, new house building has dropped 
steadily and more than seasonally since September, and the 
protests of builders and real estate agents have mounted 
proportionately. As the President himself began to blow 
cold on any further expansion of consumer credit, his 
housing officials were blowing hot on expansions of housing 
credit ; they lengthened the repayment period required for 
mortgages guaranteed by the government and made more 
money available for mortgage lending. This change of wind 
is a recognition that the threat of over expansion in housing 
has subsided, but it is also a recognition that austerity is 


likely to be out of place anywhere in the credit field during 
an election year. 


Guessing Game 


7 to guess whether President Eisenhower will or 
will not stand for re-election and to make out just 
what his latest statements on the matter mean is now a full- 
time activity. In last week’s press conference, Mr Eisen- 
hower was asked about the possible candidacy of the Chief 
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Justice, Mr Earl Warren, for the presidential nomination. 
Despite Mr Warren’s repeated declarations that he would 
not accept the nomination because the Supreme Court must 
be kept out of politics, his name stands high in the hopes 
of many Republicans and public opinion polls show that he 
would probably defeat Mr Adlai Stevenson. President 
Eisenhower seemed surprised by the question and answered 
ambiguously. First of all he seemed to suggest that Mr 
Warren would be a suitable candidate if he stepped down 
from the bench in good time. Then he emphasised that 
the separation between the different branches of govern- 
ment was vital, and went so far as to say: “I just don’t 
believe we ought to cross over.” 

The only unequivocal part of the President’s remarks 
on the political future was his lavish praise for Mr Nixon: 
“Never has there been a Vice-President so well versed in 
the activities of government.” Can this mean that Mr 
Eisenhower will retire and seek to obtain the nomination 
for “his boy Dick” ? Or does it mean that he will run 
again with Mr Nixon as he did in 1952 ? No one is likely 
to know until the President announces his decision some 
time after the “ final ” medical check-up in the third week 
of February. 

The one man in the Republican party who is openly 
staking his own chances on Mr Eisenhower’s retirement is 
Senator Knowland. He has said flatly that he will support 
the President if he chooses to seek re-election, but that he 
is not prepared to see Mr Eisenhower’s successor picked 
by a handful of White House intimates. Consequently, 
Senator Knowland has allowed his name to be entered, 
as a contestant for the Republican nomination, in the 
primary elections in Illinois, where the President is already 
entered, and in Alaska. The Senator’s strategy is simple: 
these elections will take place in April and by that time 
the President will have announced his intentions. If he 
wants a second term, Senator Knowland can give up the 
fight. If not, the stubborn right-wing Californian will 
have a head start over other possible replacements. The 
White House quickly announced that it was pleased by 
Mr Knowland’s move, for the President himself felt that 
Republicans should be given every opportunity to express 
their preference among potential candidates. 


Freeing Electronics 


AST week consent judgments were negotiated without 
going to trial in two long-standing anti-trust suits 
against the American Telephone and Telegraph Company 
and the International Business Machines Corporation. A 
third concerned with the licensing of radio and television 
patents by the Radio Corporation of America may also be 
settled. These decrees are regarded by the Department of 
Justice as long steps forward in its programme to “ open 
up the electronics field” to greater competition and to 
encourage the expansion of the electronics industry. 

AT and T, “the world’s largest corporate enterprise,” 
commonly known as the Bell system, consists of the Western 
Electric Company, which manufactures the telephone equip- 
ment ; Bell Laboratories, Inc., which carry on research and 
development ; and the twenty-one Bell telephone operating 
companies, which provide a national telephone service. 
AT and T and Western Electric have now agreed to license 
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any American company to use all of their existing patents 
and those they may acquire in the future, and to provide 
the necessary technical “ know how.” In addition to the 
inventions of the Bell system itself, patents released by 
the decree include those covering the development of colour 
television and transistor radios. Of these patents, 8,600 
held jointly by AT and T, the General Electric Company, 
Westinghouse Electric Corporation and RCA—the patent 
pool on which much of the American electrical industry is 
founded—are to be licensed free of royalty ; for the rest 
the company may charge “ reasonable and non-discrimina- 
tory rates.” The Bell system will remain substantially 
intact, for the Western Electric Company, which the govern- 
ment wanted to dissolve, will still remain the manufacturing 
arm. As a price for this, Western Electric must jettison 
its valuable subsidiary, Westrix Corporation, which makes 
sound-recording equipment for cinemas. With the impor- 
tant exception of research and work done under government 
contracts—the source of many a profitable patent—the 
activities of the Bell communications system will now be 
confined to those subject to government regulation as public 
utilities. 

The main effect of the second decree is to force IBM to 
offer for outright sale all of its tabulating machines, elec- 
tronic computers and huge electronic processors of data (the 
so-called “ electronic brains ” costing over $40,000 a month 
to rent) that were formerly only hired to customers. The 
company must also license all of its existing patents on 
these machines, as well as any new patents it may acquire 
or apply for during the next five years. Complex electronic 
controls and data processing systems are the key to the 
growth of the more flexible—and therefore the most signifi- 
cant—forms of automation in industry. It is. the firms 
making this equipment which should be most stimulated by 
access to basic patents and technology that were formerly 
secret. But the smaller firms in the electronics industry 
still have to prove the government’s contention that com- 
pulsory licensing of patents will lead to a more rapid 
advance than the financial incentives of the patent mono- 
polies which are now being relinquished by the big research 
laboratories. 


SHORTER NOTES 


The Federal Bureau of Investigation recently arrested six 
men for a daring robbery almost six years ago when over 
$24 million was stolen from the headquarters of an armoured 
car service in Boston. None of the stolen money has been 
recovered and, because of the federal statute of limitation, 
the men can only be prosecuted in Massachusetts ; if their 
arrests had been delayed another six days, the state statute 
of limitation would have expired also. The final evidence 
leading to the arrests was provided by a dissatisfied partici- 
pant in the robberies. 


7 


Sales of Volkswagens, the famous German car, in the 
United States quadrupled in 1955 when compared with 
1954 ; about 30,000 were sold, more than any other foreign 
make. But the company has now cancelled its plans for 
producing its cars in the United States, since it found that 
American costs would be so high that prices would either 
have to go up, or quality down. 
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The World Overseas 


M. Mollet’s Balancing Act 


FROM OUR SPECIAL CORRESPONDENT 


RENCH deputies returning to the Palais Bourbon were 
given little time to size up the new situation or inspect 
the scars left behind by the electoral battle. After scarcely 


a glance at the Poujadist newcomers, the §2 shopkeepers _ 


and half-baked intellectuals who finally agreed to sit on 
the extreme right, and the Communist contingent now 
150 strong, it was time to think of a government for this 
divided Assembly. In particular, M. Guy Mollet, the 
Socialist leader and heir-apparent to the prime minister’s 
seat, had to prepare himself for a difficult balancing act, in 
which he would have to lean to the Left or to the Right 
without falling off the line. The Republican Front had 
won less than 200 seats in the new Chamber ; its leader 
would obviously have to look for support elsewhere. 

The election of the President of the National Assembly 
immediately provided the Communists with an excellent 
opportunity to drive home a lesson in parliamentary arith- 
metic. Although their own candidate polled more votes in 
the first ballot, they adroitly withdrew him in favour of 
the Socialist, M. Le Troquer, “...in order to prevent 
any compromise between the Republican Front and the 
Right-wing parties.” The conservative attempt to counter 
this move by a bargain with the Poujadists failed, yet even 
if it had succeeded, it would not have been enough to 
redress the balance. Communists, Socialists and Radicals 
have over 300 seats out of §93 in this Chamber. The 
Communists could thus loudly proclaim throughout the 
country that there is a parliamentary majority for a Popular 
Front. 

The lobbies were still echoing with prophecies that this 
was the shape of things to come, when a new rumour spread 
that M. Mollet was moving off the line in the opposite 
direction in search of permanent Christian Democratic 
support. The rules of “European freemasonry ”—his 
critics argued—compel M. Mollet to give pledges to his 
MRP colleagues. The rumour gathered strength while a 
disagreement with M. Mendés-France over the latter’s seat 
in the cabinet became a public secret. The Socialist 
Premier-designate wanted him as Minister of Economic 
Affairs, partly as a guarantee of orthodoxy to French busi- 
ness interests, but chiefly because many “ ultra-Europeans” 
had not forgiven M. Mendés-France his stand over EDC, 
despite his role in the ratification of the Paris agreements. 
The Radical leader, however, apparently thought that the 
Quai d’Orsay was the best place for him in a cabinet pre- 
sided over by somebody else. But after protracted bargain- 
ing he had to give in so as not to kill his own baby, the 


Republican Front, in its cradle; therefore he finally 
accepted a Ministry of State or a vague form of vice- 
premiership. Many people feel that M. Mendés-France is 
the chief loser in this coalition, in which he can 
earn no laurels, while sharing the drawbacks of collective 
responsibility. 

While the cabinet was taking shape, the Poujadists were 
scoring points in the Assembly, thanks to procedural stupidi- 
ties, and the Communists were beginning to ponder whether 
te continue their unsuccessful wooing of M. Mollet or to 
throw him on the mercy of the Right. It is generally ex- 
pected that they may take the placing of foreign affairs in 
“safely European hands” as a challenge and switch their 
propaganda to the Socialist rank and file. Deprived of an 
effective threat of a Popular Front, M. Mollet will find it 
difficult to gain conservative support, or even tolerance, for 
the big test which awaits him now that he has assumed 
office—the solution of the Algerian problem. 

The importance attached to this question and its new 
character are illustrated by the fact that a Minister-Resident 
will be sent to Algeria, with a vice-minister in Paris. 
Though the Algerian office has been given to a soldier, the 
liberal reputation of the elderly General Catroux should 
allay the fears of most Socialists. On the other hand, should 
the Government try to retrieve the situation, so late in the 
day, by any radical reforms, it will meet with stiff opposition 
from French conservatives. The orthodox Right may 
indeed harden its line so as not to be outbid by the new 
champions of colonialism—the Poujadists—who are making 
rapid gains amongst the French settlers. 

The Socialist Premier’s position will be no less awkward 
on the economic front. The Bourse and financial interests 
are eyeing him suspiciously, ready, as they did against 
M_ Blum, to counter-attack if they~ feel themselves 
threatened. The rules of orthodox budgeting leave little 
scope for wage increases for workers in the nationalised 
industries or for the civil service—the stronghold of the 
Socialist party. The retail price index is dangerously near 
the point where the sliding scale of wages would be set in 
motion. A predominantly Socialist government, dependent 
on conservative support and resisting wage claims, could 
provide an excellent target for the Communists if they 
decide to launch an offensive and impose a Popular Front 
from below. 

The Palais Bourbon has a strange fascination, and, once 
within it, people tend to leave the outside world out of 
account in their calculations. The effects of the electoral 
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shock are already beginning to wear off, and experts once 
again delight in procedural and arithmetical niceties. Yet 
this parliamentary algebra did not prevent the Poujadists 
from making huge gains in the country nor the Communists 
from keeping their strength. The difficulty of M. Mollet’s 
balancing act is that, paradoxically, an ill-judged right- 
ward turn could also lead to a Popular Front, which would 
be joined, if not by the leader himself, at least by some of 
his rank-and-file. 


Finland’s Unexploded Crisis 


INLAND has an unexploded crisis on its hands. Dr 

Kekkonen, the Prime Minister, offered his government’s 
resignation to President Paasikivi at the end of last week 
after the Social Democrat half of his coalition cabinet had 
withdrawn its support. The President, however, refused 
to accept the resignation, partly in the hope that the Social 
Democrats would be able to make up their quarrel with 
Dr Kekkonen’s Agrarians before Parliament reopens on 
February 7th, but chiefly because Finland’s Presidential 
elections are now nearing their climax, and the cabinet will 
in any case have to resign when the new President is 
inaugurated on March 1st. The plot is further complicated 
by the fact that most of Finland’s leading politicians left 
the country the day the crisis developed for the meeting of 
the Nordic Council at Copenhagen, which goes on until this 
weekend. Unless the Social Democrats moderate their 
hostility—which is unlikely, since the present dispute is the 
climax of a year’s friction between them and the Agrarians— 
Finland will have to make do during February with a care- 
taker government in which the Social Democrats have 
reluctantly agreed to fill their former ministries. 

Although the pause gives a chance for tempers to cool, 
it will also worsen the underlying cause of the dispute. The 
Social Democrats originally took themselves out of the 
coalition because the Finnish farmers’ central organisation 
has recently increased food prices and caused an abrupt 
jump in the cost of living. On the face of it, the Social 
Democrats should have directed their anger against the small 
centre and right-wing parties, since it was they who blocked 
an extension of the government’s emergency powers at the 
end of last year and thus left the farmers free to put up their 
prices. But they were probably right to believe that the 
Agrarians, who have been under pressure from their sup- 
porters, were not displeased to see farmers’ incomes rise 
and to be able to plead lack of powers. The present coali- 
tion was formed in the autumn of 1954 on the understand- 
ing that prices for the consumer would be kept down by a 
liberal use of subsidies and by cuts in the sales tax. By 
these“ means the cost of living index was cut from 104 in 
October, 1954, to 98 (the base year being 1951). It rose 
again slightly towards the end of last year, but the new 
price increases have carried it up to 106—and when it 
reached 105 the unions were entitled to make unrestricted 
wage claims. Finland’s foot is on the high road to inflation. 

Even when the time comes to form a new government, it 
is difficult to see what enduring alternative there is to the 
Present coalition. The Social Democrats have spurned the 
idea of a Popular Front with the Communists, and the centre 





371 


and right-wing opposition parties are unlikely to make 
common cause with either the Social Democrats or the 
Agrarians, the foreign policy of whose leader causes them 
considerable unease. But it is also doubtful whether any 
other Premier could so skilfully bind together the agricul- 
tural and urban working-class interests of the Agrarians and 
the Social Democrats as Dr Kekkonen. He stands, however, 
an excellent chance of being elevated from the Prime Minis- 
ship to the Presidency. when the electoral college makes its 
decision on February 15th. If he is not available, it is being 
suggested in Helsinki that the runner-up in the Presidential 
election should be offered the Premiership. An alternative 
might be to repeat the successful experiment of a govern- 
ment of non-party experts under Mr Tuomioja—but Mr 
Tuomioja, now Ambassador in London, is also a candidate 
for the Presidency. It is not impossible that in the end the 
aged Mr Paasikivi,will be brought in as a last-minute com- 
promise for the Presidency once more, and that Dr 


Kekkonen will be left to resume his tight-rope-walking 
Premiership. 


A Premier for Nepal 


WO recent events drew attention to Nepal’s delicate 
relationship with its great neighbour, China, which 

has now made its military occupation of Tibet fully effective 
and is swiftly building military roads near the frontier. 
One was the Chinese frontier guards’ detention for several 
weeks of two British mountaineers and a Nepalese liaison 
officer, who were accused, on very doubtful evidence, of 
straying into Chinese territory. The other event, less pub- 
licised in the outside world but of greater import to Nepal 
itself, was the return from China of the formerly outlawed 
Dr K. I. Singh, who at once launched a full-scale political 
campaign (discussed in The Economist of November 26th). 
Dr Singh’s reappearance made a sharp impact in Kat- 
mandu, for he is one of the few Nepalese political leaders 
credited with a sizeable following. Some of his former 
rivals have tried to climb on to his bandwaggon, without 
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worrying unduly whether it might not roll along tracks laid 
down during his three-year sojourn in Peking. Others 
have sought to get the young King to entrust them with 
power quickly, before Dr Singh could get his new party 
organised. The King had ruled Nepal personally since 
his father died last spring, but was negotiating patiently 
with the principal factions in Katmandu in hopes of forming 
a reasonably representative government. Just before he left 
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for a tour of India in November, this was nearly achieved, 
for the party leaders saw in Dr Singh’s return a sign that 
it was time to sink some of their differences ; but at the 
last minute the proposed three-party coalition broke down, 
and direct rule continued. 

King Mahendra has now sworn in as prime minister 
Tanka Prasad Acharya, leader of the conservative Praja 
Parishad party, who has taken into his cabinet several of 
the King’s personal advisers, but has left out in the cold the 
two other parties—the Nepali Congress and the National 
Congress—which had been expected to share in a coalition 
government. The return to constitutional monarchy will 
be welcomed by all Nepal’s friends, and especially in India, 
aS an encouraging sign. But at first sight it seems a 
questionable move to form a government on so narrow a 
base that disgruntled liberal elements are liable to be 


thrown into the arms of Dr Singh—whjch may yet prove 
to be Peking’s long arms. 


China’s Peasants Reap a 
Whirlwind 


ALF a billion heads must be in a whirl in rural China. 

The Communist regime’s father-figure, Mao Tse- 

tung, has taken away the breath of many of his underlings 

by stamping on the accelerator three times in swift succes- 

sion. A cautious and conservative peasantry, still digesting 

the benefits of the Communists’ redistribution of land, now 

faces the prospect of surrendering its holdings to collective 

farms after only two or three more harvests. Simultaneously, 

it is warned that it can and must double its output per acre 
by 1967. 

Whether these goals are realistic or illusory, they are just 
as startling ; for as recently as last July Mao’s ministers were 
anxiously explaining away widespread rural unrest and sharp 
cuts in townsmen’s rations (see The Economist of August 
27th and October 1, 1955). A deputy premier then 
publicly conceded the genuineness of the outcry about 
scarcity of grain, and the Minister of Agriculture spoke of 
peasants disillusioned “ by the poor results of the co-opera- 
tive movement.” Peking’s 1952-57 economic plan, which 
was revealed in outline in July, reflected these setbacks. It 
was estimated that it would take three five-year plans to get 
the peasants into collective farms ; and agriculture was given 
the same low priority as in other Communist countries. 

But the National People’s Congress held in July, at which 
there was so much beating of breasts, had barely ended 
before Mao, returning from a tour of farm areas, privately 
told a meeting of party secretaries that they must push the 
peasant faster. Prudently, his speech was not published 
until late October, when a good harvest was safely in and 
much of it locked in state warehouses. Meanwhile, hundreds 
of Congress deputies and party cadres, who had been 
chastised in July for not keeping in touch with the peasants, 
went out on rural tours which ended only in January. Mao 
himself made further tours; and what the visitors from 
Peking learnt evidently surprised them. 

Up to July, only 15 out of 110 million peasant families 
had joined the producer co-operatives, which, since each 
member retains some title to his land, are a relatively pain- 
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less step towards “ higher stage co-operatives,” a term which 
Peking admits to be a mere synonym for collective farms. 
The government’s target in July was therefore a modest one, 
to get 30 million households into the producer co-operatives 
by mid-1956. As recently, as October, it aimed at getting 
only 55 million in by 1958, and completing this “ semi- 
socialist” process by 1960. But by December it was 
reported that 70 million were already in the co-operatives. 
Mao himself confessed his. astonishment ; but he quickly 
turned the news into a bludgeon for use against the advocates 
of caution, and, in an article written in late December but 
published only on January 21st, called for 100 per cea 
membership of co-operatives by the end of this. year, and 
for total collectivisation “ by 1959 or 1960.” 

This call (noted in The Economist last week) had barely 
been made public when it was overtaken by still more 
sweeping plans. On January 26th a draft 12-year pro- 
gramme for agriculture was issued. This insists that “ the 
main work” of organising collectives must be completed 
by 1958, and, in more advanced areas, by 1957. It is 
ambitious not only on collectivisation but also in regard to 
output. By 1967, grain yields north of the Yellow River 
are required to rise from less than half a ton per acre to 
1.2 tons ; south of Nanking, they must rise from 1.2, to 2.4 
tons. Cotton yields must be doubled or trebled, crops 
diversified, 50 million more acres sown with rice, and two 
years’ grain reserves accumulated. The area controlled by 
state farms (as opposed to collectives) is to be expanded 
and rats, sparrows, flies, bollworms and other pests and 
plant diseases must be “fundamentally wiped out.” 


Why This Sudden Confidence ? 


The new rural programme, indeed, offers all things to 
almost all men: universal literacy, salvation for most 
“ counter-revolutionaries ” and ex-landlords, electricity and 
fertilisers for all, better housing and the virtual abolition of 
disease. It is more lavish than any party programme pub- 
lished on the eve of an election. But Mao faces no election ; 
why, then, this array of projects, many of which provoke 
scepticism ? Why has the ruling party swung from the 
apologetic caution of six months ago to this bubbling confi- 
dence and breakneck speed ? And how seriously are the 
new targets and deadlines intended ? 

Under the Communists, rural China has become a hermit 
kingdom ; last year’s events, indeed, show how easily the 
Peking planners themselves can drift out of touch with the 
vast hinterland. It is even conceivable that the autumnal 
tourists from party headquarters were led astray, as many 
eager foreign visitors have been, by the optimism and dis- 
regard for facts of young local organisers. Did 54 million 
families really enter co-operatives in five months, and if 
so, will they embrace collectivisation with equal enthusiasm ? 
They, have, admittedly, been given every incentive to join 
co-operatives (quite apart from the coercion which the 
Communists admit is widely used) in the form of tools, 
fertilisers, loans and favourable terms ; and a good harvest 
has restored some of the confidence the regime lost last 
season. The .“ co-operative surge” may be real enough, 
even if it does not necessarily justify Mao’s hopes of a subse- 
quent “ surge to collectivism,” or the dogmatic assumption 
that collective organisation can double the output of land 
already intensively and even minutely cultivated. 

The government naturally claims that its new timetable 
is a response to the eagerness of the peasants themselves ; 
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but no Communist regime would fail to say that. Some 
of its true motives are clear, but there will be lively specula- 
tion about others. The farmers were officially warned in 
November that they must strive to export more food and 
“to supply the Soviet Union’s needs in a more satisfactory 
manner” in order to “ensure imports of vital materials.” 
A rising population of nearly 600 million provides another 
convincing argument for stepping up farm output. And it 
is an accepted, if not always implemented, Communist 
doctrine that the expansion of industry needs a stout rural 
base just as much as the development of agriculture needs 
an industrial base. Moreover, collective farming is in itself 
a political as well as an economic goal, and the lavishness 
of the 12-year programme looks very like garnishing to make 
the transition palatable to the farmer. 

But there remain several unanswered questions. Mao 
claims, on the one hand, that rural enthusiasm for co- 
operation proves him right in overruling more cautious 
party members, and, on the other, that to go slow in the 
countryside would involve the risk of many peasants settling 
down happily as small proprietors. Both arguments can 
hardly be right. Again, parts of the new programme may 
make impressive propaganda for southern Asia; but the 
emphasis on swift collectivisation may not exactly appeal to 
its myriad small farmers. And even in the ranks of the 
Chinese Communists, doubts may linger about the prac- 
ticability of the programme for a country which still has 
only 2,300 tractors and cannot expect nature to be always 
as kind as it was last summer. Indeed, if Mao were a 
lesser figuré, he might well be denounced by other Com- 
munists as “ dizzy with success.” 


Siam and Its Chinese 
Community 


FROM A CORRESPONDENT IN BANGKOK 


1AM, as a close neighbour of China and the home of a 
large, economically powerful Chinese community, is 
always conscious of the “Chinese problem.” Since the 
setting up of a Communist government in China, Siam has 
maintained a policy of passive hostility. Not only is recog- 
nition accorded to Formosa rather than to Peking, but direct 
trading with the Chinese mainland is firmly banned, and 
the public are constantly being reminded that no contact 
whatever is contemplated with a China ruled by Com- 
munists. Moreover, posters are displayed throughout the 
country which make the official attitude perfectly clear even 
to illiterates ; they depict hard-working Siamese farmers 
being threatened by hideously frowning Chinese and 
Russian soldiers armed with whips and bayonets. 
It is in this context that the public have been digesting 
a statement made some weeks ago by Nai Khuang 
Aphaiwongse, ex-Premier and present leader of the Demo- 
cratic Party (one of the first to re-enter the arena after the 
ban on political parties was lifted by Premier Luang Pibul). 
Nai Khuang declared that if the Democratic Party is 
returned to power trade with Communist China will be 
promoted, if such trade is in the interests of Siam. To 
people long used to hearing that any contact with Communist 
China must be fraught with unimaginable dangers and that 
the ideological reasons for opposing it heavily outweigh 
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any “temporary material advantages,” Nai Khuang’s state- 
ment appeared more deeply portentous than its restrained 
wording warranted. However, it is likely to gain votes 
from the mercantile community, or rather from among those 
merchants and shopkeepers (nearly all of Chinese descent) 
who count as Siamese subjects and are therefore qualified 
to vote. For it is obvious that a well-regulated trade with 
the Chinese mainland could result in a great increase in 
Siamese prosperity. The problem of disposing of the vast 
annual rice surplus, the country’s main source of wealth, 
might be solved once and for all. Moreover, China pro- 
duces a large variety of goods which, in normal times, find a 
ready market in Siam. 

While the present government remains adamant in its 
determination to get along without trading with China, it 
has already begun to show a friendlier attitude towards the 
local Chinese community—largely as a result of the 
Premier’s sudden renewal of the traditional policy of good- 
will. Chinese comprise nearly a fifth of the whole population, 
including something like half the inhabitants of Bangkok. 
Yet even these figures give little indication of the Chinese 
community’s economic importance. Apart from state enter- 
prises and foreign firms, almost the whole of Siamese 
industry and commerce is in Chinese hands. The Chinese 
achieved this position in the days when the Siamese showed 
no interest in such matters ; and they have maintained it 
against growing competition by their superior business 
capacity and a willingness to toil long hours for small profits. 


Prospects for Assimilation 


In recent years, the Siamese Government has made efforts 
to break this “alien stranglehold” by such methods as 
reserving numerous occupations for Siamese nationals, 
strictly limiting Chinese immigration, closing down most 
of the Chinese schools, and increasing the annual aliens’ 
tax from twenty baht to four hundred. (This last placed a 
fearful burden on the poorer Chinese, such as itinerant 
food-hawkers, many of whom have to support and pay 


taxes for several unproductive family members.) The - 


Premier appears to have decided that such restrictive 
methods do not produce favourable results. The Chinese 
can neither abandon the fruits of generations of toil, nor 
return in great numbers (minus their property) to China, 
where there is no room for them. The one hope for a 
permanent settlement of the problem lies in assimilation. 
In the past, this was not easy, for the Chinese were unwilling 
to sever ties with their ancestral homeland ; but now that 
the majority possess neither faith in Chiang Kai-shek nor 
love for the Communists, they are much more likely to 


adopt Siam as their real home, provided they are made to . 


feel welcome. 

The Premier has displayed great wisdom in remov- 
ing several of the chief barriers to assimilation and 
to the well-being of the Chinese community ; for the con- 
tinuance of harsh measures might gradually have driven 
many Chinese into becoming reluctant allies of the Com- 
munists. The recent change of policy includes the reduc- 
tion of the aliens’ tax to two hundred baht and remissions 
in the case of the aged and sick; the reopening of the once 
reserved occupations to all residents ; and, perhaps, permis- 
sion to operate a limited number of Chinese middle schools. 
Better still, there is a general feeling among the Chinese 
that the Siamese genuinely desire their friendship and 
support, and a widespread hope that further steps will be 
taken towards mutual harmony and prosperity. 
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The Catamaran “Endeavour” built 
by Prout’s of Canvey Island is 

the fastest sailing craft in Britain, 
having achieved 14.8 knots over a 
measured mile. The strong hulls are 
built from veneer strips, glued with 
Beetle Adhesives—a B.I.P. product. 


B-1-P SERVICES 


The full resources of the B.I.P. 
Research, Technical Development and 
Design services are at the disposal of 
manufacturers interested in the possi- 
bilities of plastics. Advice will gladly 
be given on any problem concerning 
plastics applications, irrespective of the 
type of material involved. 


EHH? 


| hae 
| the Wonder 
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of Plastics 


In transport and tableware, in foundries and fabrics, 
plastics today play their part. Their role may be 
contributory, it may be fundamental, but the wonder 
of plastics is in their versatility, their infinite 
possibilities. Types and grades are innumerable, 

each with its own properties—and limitations — 
presenting a wide field of choice to the intending user. 
The leading plastics materials manufacturers maintain 
extensive consultative and development services and 
none is better qualified to advise and assist than B.I.P. 


This Butlin’s waitress is carrying over 
fifty plates made from MELMEX 
moulding powder—a B.I.P. product. 
Light, strong MELMEX Ware is 
specially designed to speed up service and 
reduce wastage in large-scale catering. 


In the Humber Foundry 
at Coventry, the sand 
cores for the Hillman 
Minx cylinder block are 
being jointed with a 
Beetle Foundry Resin 
—a B.I.P. product. 





BRITISH INDUSTRIAL PLASTICS LTD 
Oldbury - Birmingham + Telephone: Broadwell 2061 


LONDON OFFICE: 1 Argyll St., London, W.1 © Telephone: Gerrard 7971 
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THE 
BUSINESS 
WORLD 





Inquiry Into Electricity 


RB nature rather than by nationalisation, the supply 

of electricity is a monopolistic business. National- 
isation simply welded many small monopolies, which 
had competed with gas and coal but never with one 
another, into a countrywide one. Moreover, the 
demand for electricity has been rising in a steady, 
unfailing surge for several decades. Such an industry, 
insulated alike from the tests of competition and of 
adversity, could hardly have failed to prosper. But this 
easy prosperity is no index of efficiency, and it has 
never been possible to prove how efficient any electricity 
supply undertaking has been compared with how 
efficient it might have been. 

Since 1948 that has been true of the largest electricity 
undertaking of all. Electricity has been by far the most 
prosperous of the industries nationalised by the postwar 
Labour Governments. It has also become the largest 
single industrial claimant upon the nation’s investment 
resources since the war, and seems likely to remain so. 
No suggestion that this tremendously self-confident 
monopoly should be denationalised was made when the 
Conservatives returned to office. But in July 1954 
Mr Geoffrey Lloyd did appoint a committee headed by 
Sir Edwin Herbert to review its organisation and 
efficiency—the first of the periodical independent 
inquiries into the performance of each nationalised 
industry that had been suggested by Mr Herbert 
Morrison some years before. The committee was 
further required to make recommendations. These are 
more radical than perhaps Mr Lloyd or Mr Morrison 
would ever have expected. ~ 

The Herbert report, signed at the beginning of 
December and published this week, is a remarkable and 
impressive document. The committee had to devise 
its own criteria as well as invent its own procedure: as 
a result its conclusions are supported by closely 
reasoned discussion of how a nationalised industry 
ought to work as well as painstaking inquiry into how 
this particular one does work. 





The committee’s first criterion—based upon its 
reading of the Act—is that a nationalised industry can 
and should be run strictly as a commercial concern. 
The monopoly conferred upon it by statute makes this 
all the more important, because 


it could be used as a device for implementing national 
policies and for transferring income from one section of 
the community to another without the burden of these 
policies being properly weighed in Parliament or by the 
Minister. 
A nationalised industry ought therefore to be self- 
supporting, and able to raise new capital without 
reliance upon an automatic Treasury guarantee of its 
stock ; in service to its customers and in the well-being 
of its staff it should stand comparison with the best in 
private industry. Since competition plays no part in 
determining its prices, these should be based upon the 
full cost of the resources used up in supplying its 
product. The committee holds that this principle 
requires the electricity industry to provide for depre- 
ciation at current rather than historical costs, and to 
design its tariffs to reflect as closely as is practicable the 
cost of supplying particular customers. The second 
“ working rule” set out by the committee is the simple 
and well-tried one—though it has seldom been tried in 
nationalised industries—that no organisation should be 
larger than is necessary to achieve the major economies 
of scale available in its field. 


* 


On both these criteria, it finds the electricity supply 
industry wan‘ing. In a variety of instances—for 
example the development of umeconomic rural 
electrification, or its failure to seek alternative 
suppliers abroad when bargaining with sections of 
the electrical plant manufacturing industry in which 
“no real competition” exists—the committee holds 
that the industry has been putting its own con- 
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ception of “the national interest” before its com- 
mercial advantage. Its service to the consumer has 
generally been good—few people quite realise how 
cheap electricity still is. But the well-being of its staff 
is not proving sufficient to continue to attract the good 
men—particularly graduates—that the industry needs. 
At present the industry provides for depreciation 
at historical cost, though last year it made a special 
allocation to reserve to take some account of the rise 
in the cost of replacing its assets. But the committee 
holds that this total provision in 1954-55, together 
with the net surplus, would have done little more than 
cover depreciation at replacement cost ; hence this net 
surplus “cannot be regarded as a true surplus at all.” 
Though the bulk supply tariff at which the Central 
Electricity Authority sells power wholesale to the Area 
Boards is “basically sound,” and although the Area 
Boards are seeking to relate the prices at which they 
retail power to consumers to the real costs of supply, 
insufficient study of the improvement of load factor has 
been carried out, and “the industry has not done as 
much hard thinking as it should about the economics of 
electricity supply.” 


Those criticisms do not arise solely from the com- 
mittee’s idea of how a nationalised industry should 
behave ; some of them strike -home at the original 
purposes of the structure set up by nationalisation. The 
committee’s second criterion about size and manage- 
ment might in any event conflict with the existing 
structure of the Central Authority and the Area Boards, 
but it is here applied because the committee has 
concluded from empirical enquiry that this existing 
structure is ceasing to be suited to supplying Britain 
efficiently with electricity. The Herbert Committee 
thinks that this structure probably was suited to the 
amalgamation of local electricity undertakings into a 
unified national service. Today, however, it feels that 
far too many of the effective decisions in the industry 
are made at the centre—and in effect by the chairman 
and the two deputy chairmen of the Central Authority. 
Moreover, in the planning and design of the construc- 
tion programme there is a serious duplication of 
functions at different levels of the generation and trans- 
mission hierarchy ; this aggravates the delays and means 
that decisions are taken far above the level at which 
they have to be made effective. 

The committee has applied its criterion of the 
maximum size for efficiency in suggesting a reconstruc- 
tion of the industry. It rejects the suggestion that 
generation should be returned to the Area Boards, as 
in the days of the Central Electricity Board, because it 
thinks that economies of scale in generation can be 
achieved beyond the size of a distribution area— 
particularly with the concentration of big new power 
stations on the Midlands coalfields. It therefore 
proposes a central generation authority—though 
emphasising that the main responsibility for construc- 
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tion of all but “ unconventional ” power stations should 
be located as far down the divisional ladder as possible. 
The Area Boards, it thinks, are about the right size, 
but they are weak in organisation ; each should have a 
chief executive, apart from the full-time chairman, and 
below the areas there should be only one executive 
level of management. After such a reorganisation 
would there still be a need for any central authority ? 
Sir Edwin and his colleagues decided that a central 
authority would be wanted, but confined almost entirely 
to supervisory functions and exercising no executive 
powers. To get the right calibre of man for these 
boards it suggests marked increases in salaries—which 
would have the additional, equally essential effect 
of raising the ceilings for executive salaries below the 
board levels. 

The general development programmes of the new 
generation board and the area boards would in such a 
structure be subject to the approval of the reconstituted 
Central Authority, and the Herbert Committee thinks 
this should retain ultimate powers of formal direction— 
with the Minister’s consent—if differences arose. 
Whether its functions in such circumstances could be 
considered purely supervisory is perhaps questionable , 
an obvious alternative is that these powers should be 
exercised by the Minister with such advice as he chose 
to obtain. But the committee thinks that the new 
Central Authority should exercise them, as 


an independent body of expert opinion within the elec- 
tricity supply industry which could provide that critical 
scrutiny of the industry’s finance and development which 
is now lacking. 
The Minister, it feels, must retain his own power 
of giving directions to such a Central Authority, to 
make the industry, in the last resort, answerable to 
Parliament. But it thinks the Minister’s vital job is the 
choosing of men; his powers of direction might be 
mainly confined to giving the industry precise instruc- 
tions “if and when it is required to act in some way 
different from what would be dictated by purely 
economic considerations.” 


* 


These are perhaps the most important of the 125 
“main recommendations and conclusions” that the 
Herbert Committee puts forward in its 150-page report 


They may sound fairly sweeping, applied to what the 
committee calls 


not in any reasonable sense of the word an inefficient 
industry . . . an efficient industry that could be improved 


but is in danger of losing efficiency partly for reasons 
beyond its control. 


Moreover, it is perhaps fair to compare the general 
tenor of this report, with its emphasis on purely com- 
mercial considerations and upon the minimum size 
consistent with full efficiency, with the last report on a 
nationalised industry, the Fleck report a year ago on 
coal. There were good reasons why the Fleck report’s 
emphasis was in the opposite direction, towards 
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stronger and more effective direction from the centre ; 
still, it is fascinating to conjecture what might have been 
the conclusions of a Herbert committee on coal and a 
Fleck committee on electricity. 

One of the points of principle—that ideally 
a state enterprise should go to the market for capital 
without a Treasury guarantee—may raise the question 
“How commercial can you get?” Even in principle, 
is not some degree of Treasury backing for the capital 
raised by any nationalised industry implicit ? And in 
practice, how could one raise capital on the open market 
for the coal industry as at present constituted ? 

But the main principles upon which the Herbert 
committee suggests that the structure of nationalised 
electricity should be reconstructed are clearly good and 
sensible. And its presumption that the tendency to over- 
centralisation arises from the two-tier structure of 
statutory executive authority rather than from the 
powerful personalities concerned sounds inherently 
probable. Executive authority should clearly be con- 
centrated on one level, where the generation board 
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can meet and bargain with the area distribution boards 
as equals. 

How best higher supervision of this technologically 
complex and close-lipped industry can be achieved is 
perhaps a more open question ; but the possibility of a 
really expert and yet disinterested body at the top to 
review its policies in the light of full knowledge and 
the public interest is attractive—particularly in this of 
all industries, where baffling with science is so 
established an art. The difficulties of a change in the 
structure of management of an industry where morale 
is high, though not high enough to attract the right 
recruits, cannot be under-estimated ; and Mr Aubrey 
Jones, having so recently become Minister of Fuel and 
Power, is not likely to ignore the difficulties of establish- 
ing and defining a new authority with powers of super- 
vision and direction in an industry that has already a 
powerful central organisation. But the bulk of good 
sense and good economics in this report speaks for 
itself. These are the terms on which the nationalised 
industries could be, and ought to be, made to work. 


Business Notes 





Cold Welcome 


HE limelight flickered on gilt-edged and fixed interest 
T issues in Throgmorton Street this week, leaving indus- 
trial ordinary shares in the shadow. But it was merely a 
flicker and it is too early to judge whether the light will 
become a steady beam. On Monday there was a little 
investment support for gilt-edged stocks and gains of up 
to 1§s. were made in the undated securities but the market 
soon became quiet and prices moved listlessly, though 
generally upwards. Industrial equities and Kaffirs moved 
as lazily down in an idle market, but by the close on 
Wednesday the Financial Times ordinary share index had 
steadied at 186.6, compared with 188.7 a week earlier. 

In such a market it was only natural that the South 
Durham debenture was accorded a better welcome than the 
ordinary shares. The welcome given to these steel issues, 
compared with the rush of stags to buy some of the 
earlier offers, must be described as cold. The ordinary issue 
just scraped home; there were applications for only 
8,500,000 shares, only modestly above the issue of 8 million 
£1 ordinary shares at 27s. 6d. each. Former shareholders 
and applications of up to 10,000 shares from the public 
received a full allotment and bigger applications were scaled 
down to about 60 per cent. Little stock changed hands 
when dealings began and the ordinary shares improved from 
a small discount to a middle price of par. By contrast, 
applications for about {5} million were put in for the 





£3 million of 5} per cent debenture stock (1976-81) at 97 ; 
large applications were cut down to 40 per cent for the 
public and 60 per cent for former shareholders. Deal- 
ings began in the debenture stock ({25 paid) at *% premium 
and moved to ¢ premium. 

The Kaffir market, too, had to absorb a new issue, that 
of 1,750,000 10s. shares at 1§s. each of Winkelhaak Mines. 
No one had expected full subscription lists and in fact 
applications for 729,100 shares were received, which were 
satisfied in full. But since Union Corporation was known 
to be taking up any unsubscribed shares, with the natural 
inference that few would come on offer, dealings began 
at 3d. premium. 


Sterling Firm 


R HAROLD MACMILLAN has now made a statement 
M on sterling policy. In response to a question by Mr 
Harold Wilson on Tuesday, he said that he was “ grateful 
for the further opportumity ” to reiterate the assurance given 
by the Economic Secretary to the Treasury, Sir Edward 
Boyle, earlier in the month: 

Our policy has been and will continne to be the mainten- 
ance of the exchange parity at $2.80 te the pound, either in 
existing circumstances or when sterling becomes 
convertible. 
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To this Sir Edward added: “In the long run this must 
depend on our own efforts, and nothing else can replace 
these.” 

During the past week sterling has continued generally 
firm, around $2.80!s. The bidding has been fairly persis- 
tent and on commercial account, mainly from New York, 
although the Continent has also bought sterling. At this 
time of the year the commercial demand for sterling should 
be near its peak and the gold and dollar reserve should be 
fortified after the seasonal pressures of earlier months. Onz 
of the biggest single factors in the recent demand for sterling 
has been the payment for the well-publicised consignment 
by the Diamond Trading Company of £3 million of rough 
diamonds to an American buyer. There has also been a 
fair demand for sterling to finance wodl shipments to ‘he 
United States and the Continent. The commercial demand 
for dollars is now at a low ebb and it is generally assumed 
in the market that the Exchange Equalisation Account 
must, on balance, have gained dollars in its market opera- 
tions since the beginning of the year. 

There has been a considerable turnover this week in 
transferable sterling. The rate had been kept steady at 
about $2.774 for some days, but at the beginning of this 
week a sudden demand carried the effective quotation close 
to $2.78 (though the rate came back to $2.77!¢ on Wednes- 
day). This demand was said to be connected partly 
with end-month settlements, and seems to reflect the per- 
sistence of a short position in transferable sterling. Another 


factor in the sudden jump in the transferable rate was a 


New York rumour that transferable and American account 
sterling were to become freely interchangeable in the near 
future. There seems to be no substance in this suggestion, 
which would clearly involve full convertibility for all 
currently acquired non-resident sterling. 


Bank Liquidity Now 


HE first bank statements of the new year, compiled on 
January 18th and published hard on the heels of the 
end-year balance sheets, reflect the opening of the seasonal 
squeeze on liquidity caused by the heavy flow of income 
tax payments. This is now in full spate ; but in the first two 
and a half weeks of the year, as usual, the impact on the 
banks was moderate. Their total liquid assets fell by only 
£41.3 million, and since gross deposits declined by nearly 
£150 million, the liquidity ratio actually rose, from 37.4 to 
37.6 per cent. This represents no real strengthening, how- 
ever, since more than half the fall in gross deposits reflects 
merely a fall in balances in course of collection, which are 
always inflated in the end-year accounts. Net deposits in 
January are shown to have fallen by only £69.7 million 
(compared with a fall of £84.2 million in January, 1955), 
though the true fall, after allowing for end-year factors in 
the figures, must again have been smaller. 

Because of the distortion of the.advances figures at the 
end of the year, the trend is best assessed by comparing the 
January statement with that for November. In the nine 
weeks, total advances fell by £87.2 million. In December, 
the gas and electricity corporations made their final calls, 
for a total of £75 million, on their public issues ; after 
allowing for repayments to outside banks and for the 
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utilities’ new demands for current finance, the net repay- 
ments to the clearing banks may be put at some £35-{£40 
million. The reduction in advances to private borrowers 
in the two months thus appears to have reached around {50 
million. This represents a rate of reduction not markedly 
different from that achieved in the preceding three months. 


LONDON CLEARING BANKS 













Changes since 


Dec. 31, |Nov. 16,| Jan., 
1955 | 1955 | 1955 


Jan. 18, 1956 





£ million million £ million £ mi'lion 

PRION Sos os ea ees 6,462°6 —149-4; + 60-9 255-7 
“Net ” deposits*... 6,190-9 — 69-7 79-1 | —283-5 

if million, %F 

Lsgeid Assis... 2o5.0 | 2,.430-1 | 37-6 | — 41-4) +189-3| 4114-8 
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* After deducting items in course of collection. 
t Ratio of liquid assets to published deposits. 


The pressure on liquidity this month and next seems 
likely to be more moderate than in 1955. Liquidity ratios 
start from a higher point (37.6 per cent against 34.4 per 
cent) ; the trend of advances is downward, and not strongly 
upward as it was a year ago ; and, so far, the flow of income 
tax payments has been notably smaller than in the early 
weeks of 1954, reflecting in part the 6d. reduction in the 
rate in April. In the four weeks to January 28th, receipts 


reached £565.6 million, compared with {591.0 million in 
the first four weeks of 1955. 


Investment Intentions 


URING 1955 capital expenditure by manufacturing 
industry may have risen by 18 per cent or more over 
the level of its capital spending in 1954 ; and the invest- 
ment intentions of a significant sample of companies last 
autumn suggested that manufacturing industry might spend 
about 17 per cent more on capital investment this year 
than it did in 1955. These are the first results of the recent 
venture by the Board of Trade, in co-operation with about 
650 industrial companies, into the reporting of industrial 
investment much faster than has hitherto been possible and 
the recording of industry’s “ investment intentions.” 
These are important companies—those from which a 
random sample is made cover about two-thirds of all invest- 
ment done in manufacturing, and those that made returns 
in this initial inquiry were responsible for nearly half. The 
coverage is most uneven—for example, the sample includes 
virtually the whole of capital expenditure within the motor 
industry and in iron and steel, but only about a quarter 
of the capital investment in textiles and clothing—and 
hence not equally representative of all industrial groups. 
The Board is publishing these figures in the form of esti- 
mates for the whole of manufacturing and of certain other 
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industries—by weighting them on the basis of their capital 
expenditure in 1954. 

The figures for 1955, taken in the autumn, contain prob- 
ably more accountancy than estimation ; since expenditure 
was rising during the first nine months, and many big com- 
panies tend to squeeze any arrears of budgeted capital 
expenditure into the last quarter of the calendar year, these 
figures seem likely to be adjusted upwards rather than 
down. But the forecasts for 1955, with which the forecasts 
for 1956 taken at the same time have been compared, were 
made more than half-way through the year, and had been 
adjusted towards realism much more than forecasts for a 
year ahead could be; so the Board of Trade thinks the 
changes expected between 1955 and 1956 may have been 
overstated. It is impossible to know what allowances have 
been made for price changes across the sampled answers as 
a Whole, and how representative the sample will be of 
industries as a whole remains to be seen ; but the Board is 
to be congratulated on introducing to Britain what ought 
to become a most valuable short-term economic indicator. 
I: might be useful—and ought not to be difficult—to 
supplement this sample of private industry’s investment and 
further plans with similar figures for the nationalised 
industries. These take a huge share of investment resources 
—in 1954, more than two-thirds as much as all manufactur- 
ing industry—and already give some periodical information 
about their expenditure to the Government. 


Factories and Equipment 


NTIL an investment census is properly established, 
factory building and machine tool orders have to be 
taken as rough pointers of what is happening. The latest 
figures suggest that there may have been some tailing off in 
investment plans towards the end of 1955. Details of the 
orders booked for many other capital goods used by indus- 
try are collected by the government, but are not made 
public. It would not harm the industries concerned if they 
were ; their competitors, and customers, soon get to know 
how long deliveries are being delayed. Even when the 
Board of Trade has gained much more experience in using 
its new regular surveys of industrialists’ investment plans, 
there would still be a powerful case for publishing total 
order figures to indicate the load that these intentions put 
upon particular engineering industries. 
The factory and tool figures confirm that a very fat batch 


(mn sq ft) 





Jan.—Sept. | Approved Started Completed 
LDS... «a8 Perea oes 27} 23 22 
LW4... sc wcdiec kemeewae 51} 324 | 28} 
1955. «ss Ek eae eee 743 524 27* 
wxseelmmn ie css I eel 
* Provisional: further figures to come. 


of future plans took shape from the end of 1954 to the 
autumn of 1955, and imply that 1956 should be a year of 
heavy actual investment. Last year the Board of Trade 
approved the location of 3,320 new factories and extensions 
totalling 91.7 million sq ft in floor space, more than ever 
before and two and a half times as much floor area as in 
1953. This hefty increase has begun to be reflected in the 
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figures of work started but the new factories it portends will 
not be ready in any great number before next summer and 
autumn. For an indication of how much extra machinery 
industrialists will be wanting to put into this new manufac- 
turing space machine tool orders have to serve. Up to the 
end of last October machine tool makers had booked £62 
million worth of business from firms in Britain, against 
£43-7 million between January and October, 1954; 
deliveries meanwhile totalled £45 million, against £39 
million. Both sets of figures are beginning to show some 
slackening in this pace ; approvals of new factory schemes 
have fallen below the 1954 level since last summer, and tool 
orders have also now begun to drop below it. 


Output Stays Level 


NDUSTRIAL output during 1955 appears to have been on 
| average about 4.6 per cent higher than during 1954 ; 
in the last quarter of the year, however, it was only about 
4 per cent above the level a year before. Broadly, the 
course of output seems to have flattened out in the early 
summer of last year, with no significant upward change 
since. 

The Central Statistical Office’s production index has 
recently been revised to include some new statistical infor- 
mation about output of plastics materials and plastics goods, 
and the existing indices for building and contracting and 
for gas, electricity and water have also been revised to use 
certain new information about building. The effect of these 
changes is to raise the total production index by about one 
point from the end of 1953 onwards, to raise the public 
utilities index figures throughout that period by two or 
three points, and the quarterly building and contracting 
index by about five points. But they make little difference 
tu comparisons between 1954 and 19565. 


Scottish Bank Results 


HE two Scottish banks that account to December 31st 
t show that the credit squeeze worked more stringently 
in Scotland than in England. The Clydesdale and North 
of Scotland Bank shows a reduction in advances on the 
year of £4.8 million (10.2 per cent) and the Royal Bank of 
Scotland one of £3.6 million (7.4 per cent). The reduction 
in the London clearing banks as a whole was 2.4 per cent. 
Both maintain their dividends for 1955, and show small 
increases in published profits. The Royal Bank of Scotland 
has made full provision for the depreciation of investments 
and, besides, added £100,000 to published reserves and 
the same amount to contingencies (though the carry forward 
is down by £38,000). The Clydesdale has followed its 
parent bank, the Midland, in showing investments at 
“ under cost and below redemption value,” and makes no 
provision for the disclosed depreciation below market value. 
This amounts to £§.7 million on a portfolio of £80.6 million, 
or 7.1 per cent ; total disclosed reserves are just over {£4 
million. 
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More Fully Employed 


HANGES in Britain’s labour force during 1955 continued 
. to follow a pattern remarkably similar to that in 1954. 
The total working population again grew faster than was 
expected—by 195,000 in the twelve months ending in 
November, 1955, to a total of 24,105,000. Women 
accounted for nearly two-thirds of the increase—as they 
have done fairly consistently over the last six years— 
and it is clear that more married women are still being 
attracted into industry. Changes in the age distribution 
of the working force since the population census of 1951, 
moreover, suggest that the frantic demand for labour last 
year persuaded more elderly men and women and middle- 
aged women to stay on at work longer ; finally, industry is 
employing more partly disabled people and more 
immigrants, particularly Jamaicans. 

As another 40,000 men and women were squeezed out 
of the unemployed list during 1955, and the defence 
services declined in numbers by 53,000 in the twelve months 
ending in November, 1955, the net increase in the civil 
employment was much larger at 288,000. These extra 
workers have gone, as they did last year, mainly into manu- 
facturing industry, which took over two-thirds of them, 
Engineering alone took an additional 118,000 workers, 
vehicles 51,000, and metals 17,000, and another 62,000 
were attracted into food, chemicals and other manufacturing 
industries. Some of these recruits came from textiles and 
clothing, where employment declined by 48,000. Two 
indicators of inflation—a decline in employment in basic 
industries, and an increase in the service trades—are clearly 
displayed. Agriculture lost 22,000 workers during the year, 
and mining 5,000 ; but building gained 24,000 and an extra 
57,000 people moved into distribution. 


Television Teething Troubles 


HE Independent Television Authority has asked the 

Postmaster-General for a grant during the coming 
financial year of £750,000, to subsidise programmes which 
the ITA contractors cannot, or are not allowed to, cover 
by advertising revenue. Provision was made in the Tele- 
vision Bill for such a grant out of that portion of the BBC’s 
licence revenue that would otherwise have gone to the 
Exchequer. The ITA is extracting a satisfactory rent from 
iis programme contractors, but it expects to make some pro- 
vision for future capital expenditure out of its rent income. 
The Postmaster-General, for his part, might point out 
that such expenditure is contingent on the ITA being 
granted additional wave-bands for new stations. 

This further evidence of early growing pains is only one 
item in a disconcerting week. Heads have fallen in the 
offices of both of the London programme contractors. Mr 
Roland Gillett suddenly left Associated-Rediffusion, where 
he had been programme controller, and on the same day, 
Mr Harry Alan Towers left the board of the other pro- 
gramme contractor, Associated Television, where he had 
held much the same position and of which he appears on the 
latest return as a shareholder. 
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Eddies from the turbulent beginnings of commercial 
television can be detected in the advertising rates that 
Granada Theatres has announced for the pair of Northern 
stations, one east and one west of the Pennines, that it will 
operate during the week-days. The company has evidently 
taken careful note of the experience of the London pro- 
gramme contractors since last September and has decided 
to start on a much smaller scale, opening its programme at 
5 p.m. and closing not later than 10.30. Its peak rate of 
£1,150 a minute is higher than the £1,000 maximum 
charged in London, but its structure of rates is notably 
flexible and is accompanied by some concessions that appear 
to be new in commercial television. . Discounts of up to 
33 per cent are offered for long bookings, for cash payment, 
and for combining off-peak with peak-time bookings. The 
London and Birmingham contractors will no doubt watch 
carefully to see how advertisers respond. 


Terms of Trade in 1955 


RITAIN paid 3 per cent more last year for the goods 
B that it buys abroad, and charged 2 per cent more for 
the goods it sells abroad. As a result the terms of trade— 
the ratio of import to export prices—were I per cent less 
favourable than in 1954 or 1953. A voracious internal 
demand helped to drive up home costs, and by sucking in 
larger supplies of steel and other materials it helped to 


IMPORT AND EXPORT PRICES IN 1955 

















(1954 = 100) 
: | i | Basic . Manu- 
Imports | Total | Food | Materials Fuels ieee 

January... | 104 105 | 102 101 105 
February... 105 105 103 101 108 
PAGTCH 0% 104 103 104 103 108 
PEE so 4s 35 103 101 104 102 108 
DAAY ase wa% 103 101 104 102 107 
jo erere 103 101 104 101 107 
i eee 102 | 98 104 102 108 
August.... 102_—C=*'| 97 105 102 110 
September. 105 | 96 105 103 112 
October... 103 98 105 103 lil 
November. | 104 | 100 104 104 111 
December. | 105 | 101 105 105 114 

| op Engineer-| -...). 

Exports | Total | Metals ing goods Textiles Other 

January... 100 98 101 | 98 {| 100 
February.. 101 100 6hUtllO 101 
March .... 101 101 101 101 100 
oe 101 102 102 101 101 
DONG 4 was 101 103 101 100 101 
NS ivan 102 104 102 101 102 
TORT. kewes 103 105 103 101 103 
August.... | 102 103 103 99 | 102 
September. 103 105 104 100 103 
October... 105 | 107 104 99 | 104 
November . oe Oe 98 | 104 
December . 104 ; 109 | 105 98 | 105 





drive up world prices, too. The Board of Trade’s price 
index of imported manufactures, which includes semi- 
finished as well as finished products, rose by 84 per cent 
last year, and by the end of the year it was 14 per cent 
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above the 1954 average. Prices of imported fuels rose by 


4 per cent and basic materials by 3 per cent. Only the - 


food, beverages and tobacco group was out of step, being 
4 per cent cheaper in December than in January, 1955. 
Among exports, the prices of metal manufactures rose 
most sharply by 11 per cent, compared with a rise of 4 per 
cent for engineering products and of 5 per cent for “ other 
manufactures ” (which includes chemicals, rubber and paper 
products and clothing). Prices of textiles were weak. The 
rise of one point in the composite indices of import and 


export prices in December left the terms of trade unchanged 


at 101, I per cent worse than the 1954 average but 3 per 
cent better than at the start of 1955. Home demand, rather 
than higher prices, was mainly responsible for the small 
increase in British exports last year ; will the reverse be true 
in 1956 ? 


Unscrambling Steel 


NX the end of last September, control of about three- 
fifths of the iron and steel industry had passed back 
into private hands, though the Iron and Steel Realisation 
Agency still retained much of the prior charge capital of 
the companies whose ordinary shares had been sold back 
to the public. The‘ Agency has since disposed of four more 
companies, leaving the Steel Company of Wales and Richard 
Thomas and Baldwins as the principal interests of which it 
has still to dispose. 

From its operations last year, the Agency realised £74 
million, compared with £78 million in 1953-54. Of this sum 
£69} million (against £514 million) came in cash and £3 
million (against £17 million) in Government securities from 
sales to the public while £14 million (against £9} million) 
was received from the companies as a result of capital 
redemptions and reorganisations before their disposal. Over 
the two years Ishra has disposed of 19 companies entirely 
for about £55 million, resulting in an excess of £4.1 million 
over what it paid for them. Its total realisation proceeds 
came to £152.1 million for the two years, of which {95.1 
million was paid over to the Treasury and {57.0 million 
was retained by the Agency ; it used some £33.3 million of 
this to pay off bank loans it took over when it was formed. 

Another part of the Agency’s task is to provide money for 
development and working capital for the companies still 
under its control. Between July, 1953, and September, 
1955, the loans made by the Agency declined from £57.4 
million (25 companies) to £52.7 million (15 companies) 
while its “upstream” borrowings from subsidiaries fell 
from £39.7 million (41 companies) to £18.7 million (21 
companies). These reductions naturally reflect the progress 
of denationalisation. 


Sugar Conference in May? 


| ‘HE International Sugar Council has appointed a pre- 
paratory committee and a technical sub-committee to 
prepare for the United Nations conference that will review 
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the International Sugar Agreement. A review must be 
made this year, and the council will use the occasion to try 
to enlarge the membership of the agreement. The confer- 
ence, it is expected, will be held in New York in May. 
The council has also raised its estimate of the requirements 
of the “ free ” market this year by 50,000 tons to 4,570,000 
tons. As the average world spot price of raw sugar for 
fifteen consecutive market days ending on January 23rd was 
above the prescribed minimum of 3.25 cents a Ib fas Cuba, 
the council left the export quotas of members unchanged at 
3,996,000 tons. The world price, which is now about 3.28 
cents a lb, has risen by 15 points since mid-December ; that 
recovery owes much to the Russian purchase of 200,000 tons 
from Cuba, and Russia is believed to want another 100,000- 
150,000 tons. 


Less Work for EPU 


HE fifth annual report of the Managing Board of the 
European Payments Union to last June misses some 
of the suppressed excitement that its immediate predecessor 
managed to engender at the Union’s probable demise. All 
the documents concerning the post-convertibility arrange- 
ments, including the formation of the European Fund, are 
reproduced in the latest report; but the opening com- 
mentary reflects little hope that the new age will dawn this 
year. It seems all too likely that the renewal of EPU next 
June will be effected: with no more than a sigh at the 
inevitable maintenance of the status quo. 
The report, however, takes proper credit for the manner 


in which member countries continued last year to move 


towards freedom of payments despite the balance of pay- 
ments difficulties that beset some of them. It notes that 
Germany enlarged the system of transferable mark accounts 
and abolished the blocked mark, thus bringing to an end 
restrictions that had lasted for twenty-three years. In 
addition Belgium and the Netherlands made non-resident 
holdings of their respective currencies interchangeable into 
any other EPU currencies. Equal progress was made in 
the liberalisation of trade ; by last June, at the end of the 
year under review, the proportion of private trade between 
member countries freed from licensing and other restric- 
tions stood at 84 per cent (of total private trade in 1948) 
as against 81.3 per cent at end June, 1954. Thus the report 
can claim that “ member countries continued to advance 
towards a wider system of trade and payments and capital 
movements ; indeed, in spite of certain internal strains, 
they took further important steps in that direction. The 
general relaxation of restrictions can be found not only in 
published regulations but also in more liberal administrative 
practices.” 

The report brings to light the steadily decreasing use of 
EPU credit. In 1950-51, the first year of operation, the 
credit granted to debtors amounted altogether to $735 
million. In the following year this figure had increased 
to $1,081 million. In 1952-53, aided by the disappearance 
of the balance of payments crisis in Germany, the value of 
credit granted slumped to $174 million, and in the latest 
year under review, 1954-55, it was still at the very modest 
total of $243 million. The report also stresses the extent 
to which the reopening of free exchange markets and the 
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reintroduction of international arbitrage operations in them 
has reduced the gross balances that the Union is required 
to handle. The net deficits or surpluses notified to the 
EPU dropped from $2,301 million each way in 1951-52 
to $722 million in 1954-55. 


Stewarts and Lloyds Prospects 


HE expansion of earnings from working new steel plant 
+ at full capacity has been the common theme of recent 
reports from the steel companies. But rather less attention 
has been given to the other side of the coin: the potential 
effect of any abatement in the present high level of output 
on profits. In his statement to the shareholders of Stewarts 
and Lloyds this week Mr A. G. Stewart looked at this aspect 
of the industry’s economics. From 1933 to 1939 the tube 
works of Stewarts and Lloyds, he said, were running at an 
overall average of 78 per cent of rated capacity. Since the 
war the average has been between 92 and 103 per cent. 
“Should there be a trade recession and the percentage 
capacity worked drop to the prewar figure, the impact on 
such works and on the profits of the company would be 
considerable.” 

These words gain added force from Mr Stewart’s com- 
ments on the trend in income and costs. There can be no 
certainty, he said, that exports will always command a 
premium ; in the year to October Ist, 1955, export pre- 
miums dropped to {1.2 million, compared with the peak 
figure of £24 million in 1953. Further increases in the 
cost of coal and freight, Mr Stewart thought, were inevitable 
and he saw in the switch from opencast to underground 
mining for ironstone another factor making for higher costs. 
Stewarts and Lloyds has “ now reached a point where, in 
order to maintain, let alone increase, output, there must be 
recourse to underground mining.” 

These are material considerations in planning further 
capital developments. Stewarts and Lloyds may within 
“the next decade” reach a stage where the production of 
tubes and pipes can be increased only by putting more 
money into mining, coke and iron production, steelmaking, 
rolling and casting. The company “may well reach the 
point when it will have to plan on the large scale which it 
did when it built Corby and again when, in 1945, it under- 
took its postwar plan.” And if the company continues to 
expand it will ultimately have to raise more permanent 
capital. If and when that need arises the directors intend 
“to offer the shares first, on suitable terms, to existing 
shareholders.” 


Cheaper Cocoa 


HE new year has opened poorly for cocoa producers. 
The period of price stability is past, and cocoa is now 
cheaper than at any time in the last five years. Prices 
started to sag late in December when the final estimate of 
the 1955/56 crop in the Gold Coast, the largest producer, 
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indicated that production had been maintained, contrary to 
general belief. Confidence weakened further when the 
British West African marketing board on January 6th sold 
15,000 tons to a large American manufacturer at about 
240s. a cwt; and unusually early sales of Brazilian cocoa 
from the temporao crop have strengthened expectations of 
a good crop in Brazil. Late this week Accra cocoa could be 
bought for as little as 222s. 6d. a cwt for March/May ship- 
ment. A fair amount of business has been done at declining 
prices, but there is little interest in prompt supplies. Most 
buyers are waiting to see at what price the big British 
manufacturers and the marketing board will do business. 
Consumers’ stocks are high, and the credit squeeze increases 
their reluctance to add to stock. 

Yet the outlook is not too dismal. Lower prices are con- 
structive, for consumption in Europe and the United States 
is picking up. The question is how long it will be before 
consumption draws level with available supplies. World 
consumption last year is estimated by Gill and Duffus at 
707,000 tons and production at 799,000 tons, leaving an 
apparent increase in stocks of some 90,000 tons. Hence 
even if production were to fall well below that of last season 
consumption would still have to rise substantially before 
supplies became tight. 


Motors Clear the Decks 


HE Standard Motor Company’s offer to acquire Beans 

Industries is the latest of several moves to consolidate 
its position in the motor industry, this time by acquiring an 
interest in an engineering and ironfounding business. In 
the past Standard has bought in almost all of its components 
and relied on the efficiency of its assembly plants to keep 
prices down ; it has retained such a policy longer than 
most. One disadvantage is that this removes a big element 
in production costs from the control of the motor manu- 
facturer, reducing his room for price flexibility. By acquir- 
ing Beans, Standard will also be certain that engineering 
capacity will always be available to meet its requirements. 
Last summer, the company reached a long-term agreement 
with Fisher and Ludlow, the car body builders which had 
been acquired by British Motor Corporation, to reserve 
certain capacity permanently for Standards. 

The need to rationalise production and cut costs will 
press.more heavily on all car manufacturers this year. The 
British Motor Corporation’s Austin factory, working a 
4-day week, still seems to be the most seriously affected by 
what the industry describes as a seasonal recession. Standard 
has cut production of its small cars, but has moved men to 
the Vanguard production lines where output has been 
increased. Only the Humber production lines of Rootes 
are working short-time and these have never a very large 
output. Ford is working the normal number of hours—but 
it ought to be added that as the company is re-tooling for 
new models, its rate of total production is unlikely to have 
been maintained. Vauxhall alone seems to be entirely 
unaffected yet by this seasonal dip. It had long waiting lists 
and an export percentage—at 54 per cent last year—higher 
than the rest. Rather more of its cars have lately had to 
be switched to the home market but up to the present this 
market is still taking all the cars it can make. 








THE ECONOMIST, FEBRUARY 4, 1956 
SHORTER NOTES 


The ordinary dividend of Cable and 
Wireless (Holding), one of the largest in- 
vestment trusts in this country, is 
unchanged at ro per cent. After a year of 
higher dividends on the equity portfolio, 
net earnings (after £462,000, against 
£345,777 for taxation), have risen from 
£399,028 in 1954 to £575,000 in 1955. 


* 


Holders of over 90 per cent of the 
issued capital of Clan Lines and of Union 
Castle have accepted the offer to exchange 
into the shares of British and Common- 
wealth Shipping. Dealings began in the 
ordinary shares of British and Common- 
wealth Shipping at 30s. 3d., in the 54 per 
cent preference at 18s. 6d. and in the 6 
per cent preference at 19s. 9d. 


* 


Output of rayon and the other synthetic 
fibres was § per cent higher last year, 
reaching 472 million pounds. The in- 
crease must owe a good deal to the inclu- 
sion of the new yarns like “ terylene ” in 
the returns. Output is now almost equally 
divided between staple fibre and contin- 
uous filament yarn, 


* 


Now that the parcels fleet of British 
Road Services has failed to attract a single 
bidder prepared to spend £13 million or 
more on it, the Disposals Board will ,pre- 
sumably wait upon the passing of the new 
Road Haulage Bill before re-offering this 
important business and its 4,000 lorries. 
The Bill will allow the Board to offer 
shares in the company set up a year ago 
to own the fleet in the customary way— 
not all in one parcel. But it will be some 
considerable time before this is done ; the 
Bill has to become law, and the Transport 
Commission may also be given power to 
operate the company for a year or two to 
provide a longer run of trading results for 
the next prospectus. 


COMPANY NOTES 


JOHN SUMMERS. Many steel 
companies have nearly completed the 
development programmes outlined when 
their shares were offered to the public. 
Many of them are now planning com- 
pletely new programmes. John Summers 
is one of them. In the prospectus in 
October, 1954, the directors set their 
sights on a target of 1,250,000 tons of steel 
ingots a year. In the current year suffi- 
cient capacity will become available to 
make this achievement possible. But the 
directors have now decided to go ahead 
with a further scheme of development to 
aise steel capacity to about 1,650,000 
ingot tons a year. 


The new programme will cost about 





£16} million. In the year to October 1st 
the John Summers group set aside about 
£5 million in depreciation and reserves. 
So long as the demand for steel is main- 
tained the chairman, Mr Richard Sum- 
mers, hopes that “a similar strengthening 
of reserves might also continue, at any 
rate for a few years.” Then it would be 
possible for the group to finance most of 
the new capital extensions from internal 
resources ; but meanwhile “ arrangements 
to secure further temporary finance 
facilities have been made.” Development 
rather than dividends will take pride of 
place and Mr Summers, having reason- 
ably described the increase in the ordinary 
dividend from 9 to 12 per cent as 
“realistic and equitable,” trusts that 
“ shareholders will not expect too much in 
the way of higher dividends during the 
period of rapid expansion.” 


_ As new capacity comes into production 
it pushes profits forward, as the latest 
increase in the group’s trading profit, from 
£5,231,672 to £8,652,909, shows. A fur- 
ther rise in profits is possible this year. 
But, as Mr Summers points out, “a drop 
in production can make a very serious 
difference to over-all operating costs ” 
where high priced new plant has been 
installed. In the next few years share- 
holders should keep this fact as well as 
the actual costs of development in mind 
in their dividend calculations. John 
Summers is engaging more heavily in the 
production of sheet steel at a moment 
when there is some doubt about this year’s 
demand. There is no doubt that more 
sheet is needed, in the longer run; 
but demand is likely to fluctuate rather 
more widely than in the last year or two. 
At the current price of 42s. 9d. the £1 
ordinary shares yield 53 per cent. 


* 


WHITEHEAD IRON. A year 
ago the directors of Whitehead Iron and 
Steel said in the prospectus that a profit 
of £800,000 before tax in the year to 
October 1st would be “a _ reasonable 
estimate ” as a basis for dividend policy. 
On this they forecast 17} per cent on the 
ordinary capital of {1,250,000 for the 
year. But in August, after declaring an 
interim dividend of 10 per cent, they said 
that the results would justify a final pay- 
ment of 10 per cent, making 20 per cent 
in all. They have now formally recom- 
mended this final dividend. 


The August statement showed that 
profits were running a good deal higher 
than the directors had originally esti- 
mated. The preliminary statement now 
shows that profits before tax have 
advanced by about 25 per cent, from 
£980,472 to £1,227,567. Taxes, too, hav: 
risen, from £511,004 to £617,212, but net 
profits have gone up from £469,468 to 
£610,355. From this profit the 20 per 
cent ordinary dividend takes £147,263, 
Itaving £446,675 (including £150,000 for 
the replacement of fixed assets) to be 
ploughed back in reserves, compared with 
£337,797 (including £100,000 for replace- 
ment) in 1953-54. At the current price of 
68s. 6d. the £1 ordinary shares offer a 
yield of 5!% per cent. 
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SECURITY PRICES 
Price Price Yield 
Jan. Feb. per 
25 1 cent 
Conv. 4% °57-58 ...... 99% 99% 4-28 
Savings 3% °55-65..... 868* 864* 4-74 
Treasury 34% ’77-80... 814 81% 4-83 
Funding 3% 66-68 .... 813* 814* 4-96 
Br. Elect. 3% ’68-73... 184 782 4:9 
Br. Gas 4% '69-72..... 885* 894% 4-97 
Br. Gas 3% °90-9..... 70} 704 4-64 
Br. Trans. 3% ’78-88... 7li 714% 4-72 
Wer 100m 36% os ccss 74 144 4-73f 
CAMO SE ancccesens 544 553 4-53f 
Gross Redemption Yields to Latest Date. f Flat Yield 
Price Price Yield 
Jan. Feb. per 
25 1 cent. 
Barclays £4) iss cae 45/6* 45/6* 5-27 
Union Discount f1..... 48/6 49/6 5-05 
WO Rois staccweee as 214 214 5-26 
pO, ee ere 115/- 114/6 7-51 
Distillers 6/8.......... 22/9 22/6 4-89 
RE Goce ine meascwaste 72/6 10/3 3-98 
Anglo-Amer. 10/—..... 83; 8& 4:32 
Assoc. Port. Cement £1. 100/- 98/9 4-05 
Re SO aac ticnns 56/- 57/3 4-56 
DORs Weievecencatasasd 8/3 7/104 7-94 
ce tt Re 48,9 48/- 4-06 
Brit. Petroleum {1..... 105/74 108/9 2-76 
Courtaulds {1......... 39/6 38/9 5-16 
Dunlow 30 /— o.ci0 0ses a 22/6 22/4 6-26" 
Free State Geduld 5/-.. 73/14 + 71/- nie 
Guest Keeh {1 ........ 46,9 46/9 4-28 
COO os cineca cues 39/6* 38/74* 7-76 
Hawker Siddeley {1.... 75/- 36/3xc 4:83 
MG Ena cile torte eave 45/3 45/6 4-39 
Imperial Tobacco fl... 61/6 61/43 6:84 
Lancs. Cotton {1 ...... 27/3 231- 9:2 
Marks & Spencer ‘A’5/- 64/- 64/3 3:69 
Patons & Baldwins {1.. 28/9* 28/3* 8-85 
PS GOs DIM Eo. 6 oc cs 31/6 32/6 4-92 
eee 40} 40 6:48 
Rolls-Royce {1........ 112/6 110/6 ~3-17 
Shell Hee fin. dees ss 133/9 138/1§ 3:78 
Stewarts & Lloyds {1.. 69/9 69/6 5:04 
Tube Investments {1... 63/9 62/- 4:52 
Turner & Newall {1.... 105/- 105/- 4-76 
Vales. £1. 6. vec ween 68/9 69/- 4-57 
United Steel {1 ....... 45/6* 44/6* 5-62 
United Sua Betong {1.. 55/7 54/6 10-09 
We Bos a sheers 37/44 36/6 4-66 
Woolworth 5/—........ 59/-* 59/3* 4-78 


Fin. Times Indices :— 
3 ee eee 188:7 186-6 5-51 
Fixed Interest ...... 97-84 98:06... 
* Ex-dividend. 


FINANCIAL SUMMARY 


Exchequer return. Receipts of income tax 
in week to January 28th reached £140.0 
million, £9.1m more than a year before. 
Total ordinary revenue since April Ist is 
now £3,678.5m (£3,586.2m in 1954-55) ; 
total ordinary expenditure (including 
sinking fund) £3,552.8m (£3,384.9m) ; 
cumulative above line surplus £125.7m 
(£201.4m). Net expenditure below line 
£484.2m (£335.6m); total cumulative 
deficit £358.5m (£134.3m). 


Floating debt. Total tender bills out- 
standing on January 28th down {50m to 
£3,340m (£3,270m a year before); tap 
bills down £4.2m to £1,994.6m, ways and 
means advances to pub. depts. down by 
£17.1m to £236.7m; total floating debt 
outstanding down by £71.2m to £5,642.6m 
(£416.0m up on year). 


Treasury bills. Discount market’s bid 
maintained at January 27th tender at 
£98 19s. 8d. per cent; average rate of 
allotment up nearly 1d. to £4 1s. 4.97d. 
per cent. Offer up {10m to {£250m, 
applications up {2.8m to £390.1m; 
market’s allotment up from 4§ to §I per 
cent. Offer at tender at February 3rd: 
£250m. 
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THE UNITED STEEL COMPANIES 


CONTINUED EXPANSION OF BUSINESS 


INCREASE IN PLANT AND MANUFACTURING FACILITIES 


RAPID GROWTH OF WORLD DEMAND 


SIR WALTER BENTON JONES ON WAGES, COSTS AND DIVIDENDS 


The annual general meeting of The United 
Steel Companies, Limited, will be held on 
February 15th at the Iron & Steel Institute, 
4 Grosvenor Gardens, London, S.W. 


The following are extracts from the state- 
ment by the Chairman, Sir Walter Benton 
Jones, Bt, circulated with the report and 
accounts for the year to September 30, 1955: 


The business of the Company continues to 
expand as you will see from the following 
figures: 


Output of steel ingots 


Gross revenue from sales and investments 


The growth of our business follows from 
the increase in plant and manufacturing 
facilities which we have provided in recent 
years. It should be remembered, however, 
that this growth and the final result of all 
our labours depends finally on the confidence, 
ability and loyalty of the large body of 
employees who serve the Company at all 
levels, and at our meeting I shall ask you to 
pass a resolution conveying to them our 
thanks and appreciation. 


In my statement last year I gave you a 
sketch of the Company’s properties. I con- 
fined my general remarks to two subjects, 
namely, Replacement of Plant and Machinery 
and the Future of Steel. 


This year I shall refer particularly to the 
expansion and modernisation schemes which 
we have undertaken between the years 1946 
to 1955, and the plans for the future. Again, 
I shall confine my general remarks to two 
subjects, namely, Capital Expenditure and 
Revenue, and Industrial Relations. 


CONSOLIDATED BALANCE SHEET 


The consolidated balance sheet in its new 
form summarises the Company’s capital in 
six figures: 





£ 
1. Capital employed.......... 61,423,173 
2. Current assets less current 
NS 5s cs Sons Soe 15,709,863 
S: Fimed Maem co occ bo 50,564,467 
4. Trade investments......... 2,387,813 
68,662,143 
5. Deduct provision for main- 
ee NPR DORE ay, AMS 7,238,970 
61,423,173 


There has been no change in share capital. 
The preference shares are still in the hands 
of the Realisation Agency. A _ further 
£1,200,000 of debenture has been taken up 
leaving £5,500,000 which we are under an 





ee 
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obligation to take not later than April 30, 
1956. 


STOCKS 


In these days the amount of working 
capital absorbed in stocks has become a heavy 
burden. Assurance of supplies requires 
larger volumes and prices continue to rise. 
Our stocks stand at £18,175,400 compared 
with £4,283,066 in 1945 which at 1955 values 
would have been approximately £9 million. 


1944/45 1953/54 1954/55 
tons tons tons 
ne 1,568,000 2,476,000 2,559,000 
scaih le 883,000 1,397,000 1,587,000 
NaS te 1,105,000 1,588,000 1,566,000 
--++ $30,000,000 482,486,000 /£90,482,000 
COAL MINES 


Our colliery properties were acquired by 
the State in 1947, but it was not until the 
end of 1954 that the amount of compensation 
to be paid for them was finally determined, 
and at the end of this long and complicated 
matter; we have received £5,110,373. We 
were disappointed with this result, although 
it exceeded by £1,225,072 the conservative 
a at which the properties stood in our 

s. 


Trade Investments.—The increase in 
quoted trade investments arises from the 
taking up of 750,600 ordinary shares of John 
Summers & Sons Limited. 


CONSOLIDATED PROFIT AND LOSS 
ACCOUNT 


In the profit and loss account £1,500,000 
or £500,000 more than in the previous year 
had been transferred to fixed asset replace- 
ment reserve to meet the rising costs of 
replacements to which I referred last year. 


Taxation at £6,209,470 is higher by 
£2,211,368 and specific reserves at £1,364,698 
need £790,698 more. 


The operation of the new investment 
allowance has resulted in a tax saving of 
£462,000 and this has again been put to 
capital reserve 


It is interesting to observe how large are 
the sums which have to be taken away from 
the surplus of income over expenditure and 
depreciation before arriving at the ‘amount 
available for appropriation. The transfer of 


fixed asset replacement reserve and taxation - 


alone amounts to £7,709,470 and when 
specific reserves are added the amount is 
9,074,168 and this is just double what it 
was a year ago. 


EXPANSION AND MODERNISATION 


You will be aware of the rapid growth of 
steel demand all the world over since the 
second world war began. In 1939 world 
production was 135} million tons and in 
1954 it was 2194 million tons. 


In the same period the United Kingdom 
steel production rose from 13,221,000 tons in 
1939 to 18,519,700 tons in 1954, and with 
regard to 1955, as I am writing in the month 
of November I can only say, it is expected 
to exceed 19} million tons. If we are to 
appreciate how great the change has been in 
our own country, we should look back to 
some years earlier than 1939. From 1908 
production of steel rose to 9} million tons in 
1917 From then onwards in all the troubled 
years up to 1935 it fluctuated violently 
between a maximum of 9} million tons and 
a minimum of less than 4 million tons. In 
1937 it reached 13 million tons, where it re- 
mained more or less at a standstill until 1947. 
From then it resumed its progress step by 
step until 1954 when it reached 184 million 
tons, It is still rising and expected to go on 
rising. 

This growth has needed yearly 
capital expenditure on expansion and 
modernisation. Continued growth will need 
continued annual capital expenditure. Our 
Company, has played its part in this and 
must continue to do so. In the ten years 
we have increased our production of steel by 
almost exactly one million tons, or 63 per 
cent, and our production of pig iron by 
700,000 tons or 80 per cent. 


This increased production is the result of 
expansion and modernisation of plant. Our 
expenditure in the ten years has been 
approximately £54 million, more than half 
being for expansion, and rather less than half 
for replacement and modernisation, in which 
there is always an element of expansion. 
The following is an approximate analysis of 
the expenditure at each stage of production: 


large 


f 
Ore mining and quarrying .... 4,024,000 
Ore preparation plant ........ 8,992,000 

Coal carbonisation and chemical 
OOD. idk ee 6k ideas eH NS oe 5,632,000 
NR TOME. ios 5 hank Nike vs 6,962,000 
Steelmaking and manipulation. 24,284,000 

Engineering, including works 
maintenance shops ......... 3,993,000 
53,887,000 





The money required for this expenditure 
has come from the following sources : 


£ 

New Capital... ...kcavae eaccdt 7,700,000 

Colliery compensation......... 5,200,000 

Net realisation of investments. 2,500,000 
Balance retained from earnings 
including depreciation and re- 

ORME sais ks Ciena Feces 38,600,000 

54,000,000 

———— 


BRANCHES 


With regard to operations in the past year 
I need only say that in all cases the branches 
have enjoyed full employment with the pos- 








THE ECONOMIST, FEBRUARY 4, 1956 


sible exception of the Distington Engineering 
Company in Cumberland which is a post 
yar venture and in some sections is not yet 
fully developed. 


CUMBERLAND GROUP 


Number of employees: 6,152. 


The Cumberland group consists of the 
integrated iron and steel works known as the 
Workington Iron and Steel Company, two 
hematite ore mines, a refractory brick-making 
works, a limestone quarry, a coke oven and 
chemical plant and the Workington Harbour 
end Dock Board and the Distington Engin- 
cering Company. 





The last decade has seen the establishment 
and development of the Distington Engin- 
eering Company, the replacement of the 
Workington cogging mill and other modern- 
ising schemes. 


The replacement and electrification of the 
existing rail mill and secondary mills are now 
in progress. 


SHEFFIELD GROUP 
Number of employees: 16,986, 


The group includes the two well-known 
steelworks, Steel, Peech and Tozer and 
Samuel Fox and Company, Limited, at 
Stocksbridge, the United Coke and Chemi- 
cals Company with works at Orgreave and 
Brookhouse, the Yorkshire Engine Company 
at Wincobank, the Research and Develop- 
ment Department at Rotherham and the 
Head Office in Sheffield. 


Developments since the war have been 
aimed mainly at improvements in quality and 
efficiency and many of the existing depart- 
ments have been modernised and their out- 
puts increased. 

The steel melting furnaces of Steel, Peech 
and Tozer have been rebuilt and their rated 
capacity has been increased by 25 per cent ; 
a new wheel and tyre mill and press and a 
new hammer forge have been installed. Steel 
production in the year was approximately 
1 million tons. 


United Coke and Chemicals have dupli- 
cated their coke ovens and have introduced 
much new chemical plant at Orgreave and 
rebuilt their coke ovens at Brookhouse. 


Samuel Fox and Company have greatly 
increased their electric steel making capacity. 
In the past year the 60 ton electric arc furn- 
ace referred to a year ago started production. 


Further developments now in course of 
construction in this group are: 


At Samuel Fox and Company, another 
large electric arc furnace, improvements and 
additions to rolling mills, including a new 
high precision combined rod and bar mill. 


At Steel, Peech and Tozer the installation 
of a continuous strip mill to rol] what is 
called medium wide strip. The scheme is a 
jarge undertaking and will take nearly two 
years to complete. 


LINCOLNSHIRE 


Number of employees : 11,647. 


The North Lincolnshire group consists of 
Appleby-Frodingham Steel Company, the 
United Steel Structural Company Limited 
end the Ore Mining Branch. 


: In the year production of pig iron exceeded 
1 million tons and the production of steel 
‘ngots exceeded 1 million tons. 


_ Tron ore is provided by the Ore Mining 
‘ranch which operates quarries in the Scun- 
thorpe area and in Rutland and in South 
~incolnshire. New quarries have been 
Ceveloped and a modern mine has been 





opened at Dragonby, near Scunthorpe. A 
second underground mine was acquired when 
the Santon Mining Company Limited was 
purchased from the Iron and Steel Corpora- 
non of Great Britain in 1953. Steel making 
and steel rolling plant has been modernised 
and outputs increased in step with the iron 
making developments. The Frodingham 
Stee] melting shop has been replaced by a 
new shop on a site adjoining the new blast 
furnaces. The section mills have been rebuilt 
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tions of iron and steel products.” It will 
take probably three or four years to com- 
plete them. At some time in this period 
circumstances may make it prudent to raise 
more capital. 


CAPITAL EXPENDITURE AND REVENUE 


The high rate of capital expenditure in 
manufacturing industry and the increase in 
revenue which arises from it are part of our 


and the re hee” ania _ ‘ : ‘ 
and their capacity expanded and to keep national economy in which investors in 
pace with this large measure of expansion industry and managers in industry are deeply 
‘fr et 
Amount of earned profit needed to pay a gross dividend of £1,000....... 1500 0 0 
The company will have to pay 
(2) in income tax because it is income........... Saree eich ke onde ee 637 10 O 
o) Me GrOnts tax Recnmnn:- 1 de BiG 6 oc dsiceckds ase ciea bckkimedens ‘ 57 10 0 
(c) in distributed profits tax because it is distributed profit .......... : 250 0 0 
The State, therefore, will receive ......... oa hata waa ies accutane i 925 0 0O 
or more than 60 per cent of £1,500 
The shareholders will receive............ecceeees abiswne paduna aduunetes . 575 0 0 


or less than 40 per cent of £1,500 


a correspondingly extensive central engineer- 
ing workshop has been installed to serve the 
whole works. 


It is in this group that the largest expan- 
sion and improvements have been made. The 
object has been to discover and apply the 
most efficient means of making iron from the 
very low grade ore on which the Appleby- 
Frodingham works are based. Very shortly 
this has involved an installation for the 
treatment of ore before smelting which is 
the largest ever built in this country and the 
building of four very large blast furnaces. 
Outstanding progress has been made in out- 
put and technical efficiency. 

Schemes have been approved to replace 
the existing 10 ft. plate mill with a 12 ft. 
4-high mill which will give wider plates 
and a product of improved quality, to build 
a further large steel melting furnace, to 
increase iron making capacity by the instal- 
lation of further ancillary equipment and to 
enlarge the coke works. 


Manufacturing 
New dwellings 


Gas, electric services and water 


Transport and communications ............. 


ee 


ee | 
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interested. On the one hand they are urged 
tO invest in expansion and modernisation at 
high speed in order to ensure full employ- 
ment and to earn more for the country from 
the sale of goods in the world’s markets. On 
the other hand when earnings from those 
investments appear in the shape of larger 
revenue they seem to be regarded as un- 
earned and undeserved. As this process of 
expansion is continuing and we are taking 
Part in it, it will be helpful to look at the 
national capital expenditure and the classes 
into which it is divided. A table extracted 
from the Central Statistical Office’s report on 
National Income and Expenditure 1955 was 
set out to give the country’s annual expendi- 
ture on the creation of fixed assets classified 
by industry in the years 1948-1954. 


This table showed that in the last seven 
years the country has spent more than 
£13.000 million on the creation of fixed assets 
and that the spending increases year by year. 
The classification of the total spending is: 


£3,455 million or 26% 


oO 
£3,121 million or 24% 
£1528 million or 11% 


£1,568 million or 12% 


Oo 


Other items spread over agriculture, mining distribution, social 


SETVICES, ClC.. ccccccecsssceresccenveceoss 


NEW SCHEMES 


From the foregoing you will see that the 
most important new schemes which are now 
in hand are: 


At Steel, Peech & Tozer 
Medium-width strip mill and con- £ 
sequential items at Appleby- 
Frodingham. The cost of 


which is estimated to be..... 8,360,000 
Samuel Fox & Company 
Further expansion of electric fur- 
naces. Estimated cost..... . 2,800,000 
Appleby-Frodingham 


Replacement of plate mill. Es- 
timated COSt ....ccccccsaecs 3,200,000 
These schemes were not contemplated at 

the time of the Offer for Sale of our shares 

bv the Realisation Agency in 1953. We have 
undertaken them because of the rapidly 
increasing demand and as part of the duty 
imposed upon the industry to provide an 
“adequate supply under competitive condi- 


£3,611 million or 27% 


It may be that a larger part should have 
been spent on manufacturing. Be that as it 
may, the amount spent, viz. £3,455 million 
is a very large sum. It has been spent to 
produce more and to produce it with greater 
efficiency and it must have been expected 
that these enlarged and more efficient fixed 
assets would produce larger earnings, or why 
was the money spent ? 


DIVIDENDS 


It seems to be overlooked that a very 
large part of the revenue from industry, old 
or new, is paid to the State by way of 
taxation and another large part must be 
retained for replacement and further improve- 
ments. Investors, who are not necessarily 
spendthrifts, on the contrary in the nature of 
things they are reinvestors, expected to 
receive some part of the increased revenue 
for their own use. But for quite extraneous 
reasons this is begrudged. 


And this raises a question of the judgment 
of Directors who, it should be remembered, 
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in the aggregate manage the industry and 
commerce of the whole country. Is it really 
a function of directors to restrain the riotous 
living of their fellow shareholders or, indeed, 
to assume that their fellow shareholders are 
living riotously ? The primary function and 
duty of directors is to maintain the corpus 
of their undertaking, to keep it in good health 
and to make it grow, for it cannot stand still. 
And in performing this function both its 
labour and its capital must be rewarded or 
the one will not serve it and the other will 
pass it by. 


But shareholders are already especially 
restrained by the State, as shareholders and 
directors and the State all know. The 
severity of the special restraint can be illus- 
trated by looking at the effect of the pay- 
ment of a £1,000 gross dividend to the share- 
holders of a Company. 


Before a payment of that amount can be 
made the company must have earned a profit 
of not less than £1,500. This may not be 
obvious at first sight because of the incidence 
of profits tax, but this is how it works out. 


If investment which is made in order to 
produce more or to produce more efficiently 
results in larger earnings this is a natural 
sequence, and it should not be regarded as 
peculiar or be submitted to peculiar treat- 
ment. 


INDUSTRIAL 
RELATIONS 


The recent strikes of railway men and 
dockers caused great personal inconvenience 
and a substantial loss of trade, particularly 
abroad. They roused the general public. 
Much discussion followed from which it 
might seem to people not familiar with 
industry at home, and still more widely 
abroad, that employers and employees in 
this country are at daggers drawn. This 
impression is quite wrong. 


Industrial relations is a subject with which 
I have been familiar since I was a child, and 
in the course of my industrial life which 
began when I became a man I have taken 
part continuously in negotiations about 
wages and working conditions at all levels, 
from the shop floor to Downing Street. 
Many men on both sides of industry have 
had the same experience, and I believe all 
would agree with me if I were to say that 
relations between employers and employees 
in the many thousands of establishments in 
which our industries are conducted are better 
and more understanding than they have ever 
been, and working conditions have reached 
a very high standard. 


No doubt this evolutionary progress will 
continue, but it would be wrong to leave 
unqualified the impression that these strikes 
arose from backward relations between 
employers and employees, or that they can 
be prevented in future by psychological 
expedients such as profit-sharing, co-partner- 
ship or similar ideas. 


Whatever the merits of such expedients 
may be, and however close the personal 
contacts between employers and employees 
in individual establishments may become, 
their influence could only be felt in their 
own establishments, they could not prevent 
strikes in wider fields. 


WAGE-FIXING 
MACHINERY 


There is in existence and in everyday use 
the most comprehensive machinery for fixing 
wages and conditions of work for almost 
every section of the working population 
which numbers more than 23 million men 
and women. It is a product of evolution. 


Some has been set up by Statute but the 
major part has been established by voluntary 
agreement between employers and employees 
either in single firms, in whole industries or 
in trades. Nearly all provide for arbitration 
of some kind to which differences may be 
referred. In addition, there are two arbitra- 
tion tribunals set up by Parliament, the 
Industrial Court and the Industrial Disputes 
Tribunal, to which voluntary appeals can be 
made. 


All this machinery is running continuously, 
making new agreements and amending and 
interpreting existing agreements. References 
to arbitration are not unusual, and although 
the decisions are not binding they are gener- 
ally accepted, including the awards of the 
Industrial Court and the Industrial Disputes 
Tribunal which hear many cases every year. 


It will help us to appreciate how compre- 
hensive the machinery is if we look at a 
distribution picture of the occupations of this 
23 million people. Approximately 4 million 
or 17 per cent are employed by the State, 
9 million or 38 per cent are employed by 
manufacturing establishments (which in- 
cludes iron and steel), 104 million or 45 per 
cent are employed in other occupations. And 
if we were to look at a similar picture of 
employers we should see how large is the 
number who take part in the working of this 
machinery. In manufacturing establishments 
alone there are 57,000 separate employers. 


STRIKES 


It is doubtful if the public appreciate that 
machinery is in existence and in operation 
which provides a voluntary means for 
negotiating the wages and working conditions 
for the whole working population. But there 
are times when in spite of it strikes occur 
and if they concern matters of wages or work- 
ing conditions and proper notice to terminate 
contracts of service are given they are wihin 
the law. 


Such stoppages are really not very frequent. 
In the year 1954 lost time due to strikes can 
be accounted for in four groups, coal-mining, 
shipbuilding, building and contracting and 
transport, the number of working days lost in 
that year by the four being 2,155,000 out of 
a total of 2,470,000 lost days for industry as 
a whole. Records show that the coal-mining 
industry is very prone to strikes, but most 
of the disputes are of short duration. Trans- 
port had a good record but since the war it 
has not been so good. 


It is certainly true to say that the time 
lost in strikes is much less than it was 20 
or 30 years ago when it was not uncommon 
for seven million working days to be lost or 
nearly three times as many as in 1954, and 
in those days the working population was 
much less than it is today. 


Strikes are a lawful privilege provided they 
arise out of a trade dispute and provided 
proper notice is given beforehand. But recent 
strikes have attracted attention because they 
seem to have moved beyond the orbit of 
trade disputes and appear to be abuses of the 
strike privilege. This may be a passing phase 
or we may fear it is the beginning of irre- 
sponsible or even subversive movements 
which could undermine the machinery for 
conducting industrial relations which I have 
endeavoured to outline. It would be no 
exaggeration to say that this machinery, which 
has been built up in generations of joint effort 
by representative bodies of employers and 
employees, is now a great national asset. 


To prevent such undermining must be the 
concern not only of representative bodies of 
employees and of employers and managers ; 
in the long run it must be the concern of 
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every one of the 23 million working popula- 
tion and their dependents. 


THE CURRENT 
YEAR 


In conclusion you will like to know some- 
thing about the current year. Directors are 
naturally cautious about counting chickens 
before they are hatched. Three years ago it 
seemed that demand for our products might 
be receding, but the fear turned out to be 
unfounded. All I can say now about the 
current year is that it has only run for three 
months, in that time our figures show no 
decline in turnover or revenue and our order 
books remain full. 





FLOWERS BREWERIES 
LIMITED 


- INCREASED BOTTLED 
BEER SALES 


The 58th Annual General Meeting of 
Flowers Breweries Limited, was held at 
Luton on January 23rd, Mr Bernard Dixon, 
Chairman, presiding. The following are 
points from his statement: 


The favourable weather conditions in the 
summer stimulated sales. 


Bottled Beer sales continue to increase at 
the expense of Draught Beers. 


The Group’s Free Trade continues to 
expand, although initial development is 
expensive, 


During the year Flowers Keg Beer was 
introduced. This is a Draught Beer served 
under pressure, and is produced at our 
Stratford-on-Avon Brewery. In spite of the 
restriction of our output owing to difficulty 
in obtaining fitments, considerable progress 
has been made. 


The Wine and Spirit trade of the Group 
shhas increased rapidly in volume. It has been 
necessary to provide new and larger premises, 
especially as the existing Wine and Spiri' 
Department stood in the way of future 
Bottled Beer development. It has been pos- 
sible to obtain a bonded warehouse, contain- 
ing a fully automatic bottling line. The 
premises are extensive, and some neighbour- 
ing Brewers will share with us the space 
available. 


FUTURE PRODUCTION 


In view of the large increase in Bottled 
trade, we are concerned about future produc- 
tion. The matter is under review by your 
Board, and it is probable your Company wi! 
erect further premises and install additiona! 
plant to meet the increasing demand. 


The extension of Bottled Beer trade and 
the introduction of Flowers Keg Beer ha: 
involved heavy expenditure through the pur- 
chase of additional containers. The installa- 
tion costs per account for Keg Beer are heavy. 
but we take the view that this developmen: 
is warranted since it is particularly applicabl: 
to Flowers Bitter. 

It has been the policy of your Company 
to recognise the importance of the part tha’ 
advertising plays and will continue to pla) 
in the sales of Beer, and for some years now 
we have been steadily increasing our alloca 
tion for this purpose. During the perioc 
under review this tendency has been 
accelerated, 


The report and accounts were adopted. 
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THE ROYAL BANK OF SCOTLAND 


A MOMENTOUS YEAR IN ECONOMIC SPHERE 


MEASURES TO CLOSE EXTERNAL PAYMENTS GAP 


INTERNAL INFLATION THE ROOT OF COUNTRY’S TROUBLES 


NEED FOR EXPANSION OF OVERSEAS MARKETS 


THE DUKE OF BUCCLEUCH’S REVIEW 


The Annual General Court of Proprietors 
of The Royal Bank of Scotland will be held 
on February 21st in Edinburgh. 


The following is the circulated statement 
of the Governor of the Bank, His Grace 
the Duke of Buccleuch and Queensberry, 
KT, PC, GCVO, LLD. 


Once again it is my pleasure to report 
‘upon another year in the Bank’s history, but 
this time, instead of following the long-stand- 
ing practice of submitting my review at the 
Annual General Court of Proprietors, I am 
issuing it in the form of a statement with 
the Annual Report and Accounts. To break 
with old traditions is not easy and the change 
was not lightly decided upon, but your Court 
of Directors considered that you would find 
it helpful to have before you, when you are 
examining the Balance Sheet and Accounts, 
my comments upon the year’s operations and 
the state of the Bank’s affairs at the close of 
the year. I hope you will find it so and that 
you will welcome the adoption of this new 
method of presentation. 


ECONOMIC AFFAIRS 


The past year was momentous in many 
ways. It was particularly difficult and trying 
for Bankers, and the present state of the 
country’s economy and financial affairs can- 
not leave us with any illusions that 
the year which we have now entered 
is going to be easier. It may, indeed, 
present us with problems and difficulties 
of even greater magnitude. There are 
indications that the policy of credit 
restriction applied last year is now 
beginning to have effect in curtailing the 
home demand for some classes of goods. As 
many of the industries concerned are large 
users of steel and other materials, supplies 
of which we have been importing, this 
curtailment of home demand can be ex- 
pected to bring about, in due course, a 
reduction in the volume of our imports. If 
we fail to close the gap in the external pay- 
ments account fairly soon, either by a sub- 
stantial increase in our overseas earnings or 
by a reduction in the high level of our im- 
ports, actiom may have to be taken to bring 
about a reduction ‘in our imports by other 
measures. Our long-term objective is, of 
course, to create a surplus to enable us to 
undertake an increasing share in the capital 
development required in countries of the 
Commonwealth and, therefore, our efforts 
must continue to be directed towards secur- 
ing markets overseas for an increasing volume 
of exports. I cannot praise too highly those 
industries, such as our own Scotch Whisky 
and Woollen industries, which have an ex- 
cellent record in this direction, and we hope 
that other industries which can find markets 
overseas for a larger share of their produc- 
hon, even if it means sacrificing some part 
of their sales to the home market, will do so 
and thereby make their contribution to the 
solution of what is, perhaps, the major 


problem facing the country today, both in the 
short and long term. 


INTENSIVE FOREIGN COMPETITION 


In recent years I referred to intensive 
competition being encountered from other 
countries, particularly Japan and Ger- 
many, and this threat to our very 
existence is more real today than ever. 
It has recently been estimated that since 
1950 Germany has increased her share of 
world exports of manufactured goods from 
8.3 to 15.2 per cent and Japan her share 
from 3.5 to 4.9 per cent, while our own share 
has dropped from 25.7 to 19.8 per cent. 
These figures demonstrate the nature of the 
task confronting us, a task which is not being 
made any easier by the current demands for 
higher wages which, if granted and not 
accompanied by increased productivity, must 
lead to further increases in prices, thus 
adversely affecting our competitive power 
overseas. It must be abundantly clear to all 
that we cannot hope for the necessary in- 
crease in our exports if we do not quote to 
overseas buyers prices and terms of delivery 
which are fully competitive with those 
offered by manufacturers in other countries. 
We hear from time to time of instances 
where this country has lost orders in over- 
seas markets simply because we have been 
unable to match in one respect or another 
the terms offered by our competitors. Our 
motor car industry has been successful in 
selling overseas a very substantial part of its 
production, aad the country is indebted to 
the industry for its substantial earnings of 
dollars and other hard currencies. Disturb- 
ing reports have, however, recently reached 
us of the success being achieved by German 
car manufacturers in the American market, 
and this may quite well affect our ability 
to maintain, far less increase, our sales in 
that market, and thereby reap the benefit of 
the recent expansion in our motor car pro- 
duction. 


INTERNAL INFLATION 


Our internal inflation is at the root of our 
troubles ; in 1955 it outpaced the inflation in 
other West European countries. It is 
seriously undermining the stability of our 
economy, and any real and lasting improve- 
ment cannot be expected as long as we con- 
tinue to spend on consumption and capital 
investment in excess of our productive capa- 
city. The crux of the matter is that we are 
trying to take out of the economy more than 
we are putting into it and our survival as a 
major nation depends on this trend being 
reversed. We are, as we have been so often 
reminded, trying to do too much at once. 
Our economy has been so precariously 
balanced since the war that it has needed 
only a very slight tipping. of the scales to 
bring about these recurrent crises which 
have become such an unwelcome feature in 
recent years. The country’s present difficul- 
ties partly arise from the additional capital 


development undertaken after the removal 
of restrictions in 1954 superimposed upon 
an already high level of demand for home 
consumption made more buoyant by the 
freeing, in the same year, of the restrictions 
on hire purchase. This led to a deteriora- 
tion in our overseas Trading Account which, 
although small in relation to the actual 
volume of our overseas trade, is creating too 
heavy a drain on our Reserves, now at a 
level barely sufficient to‘ fulfil their task of 
on the whole trade of the Sterling 
a. 


CREDIT CONTROL BY DIRECTIVE 


Much has been said and written about 
the measures which have been adopted to 
deal with the situation, and the directive 
issued to the Banks in July last, about which 
I wish to say a few words, has come in for a 
great deal of criticism. There has been much 
discussion in banking and monetary circles 
as to whether in peacetime in a free economy 
it is proper to impose control of credit by 
directive in place of control by the traditional 
weapon of bank rate and monetary pressure 
operating on the liquidity of the banking 
system. The orthodox controls operated in 
the first half of the year but they were slow 
in their effect, largely because in an economy 
at full stretch and with taxation at its present 
high level, the economy is less responsive to 
increases in interest rates. Partly, therefore, 
because of the failure of the increases in bank 
rate to bring about a quick reversal of the 
inflationary trends, and partly, I think, be- 
cause the authorities felt they could not, in 
the circumstances obtaining at the time, 
maintain their pressure on banking liquidity, 
the orthodox controls were reinforced in July 
by the directive to the Banks, and we now 
-_ both forms of control working side by 
side. 


Bankers do not like the directive. They 
feel it is an interference with their freedom 
to conduct their businesses on traditional 
lines, and it has placed them in the un- 
enviable and embarrassing position of having 
to disturb the normal relationships with their 
customers. Nevertheless, it is the Govern- 
ment’s responsibility to provide the country 
with leadership and we shall loyally and con- 
scientiously support its policy. Here let me 
say that we have been gratified with the 
co-operation and response we have received 
from our customers. 


GOVERNMENT EXPENDITURE 


It is satisfactory to know that our efforts 
are to be accompanied by action on the part 
of the Government to bring about a reduc- 
tion in the level of expenditure in the public 
sector of the economy by, among other 
things, the postponement of schemes which 
are not likely to produce immediately results 
commensurate with the demands they make 
on the limited resources of labour and 
materials available. Much of this expendi- 
ture may be in our long-term national 
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interest, but it would be manifestly unfair 
if the whole burden of restraint were placed 
upon the private sector of the economy, and 
the spending of the Government, the Local 
Authorities and Nationalised Industries were 
not also subjected to some measure of con- 
trol and restriction at the present time, 


It is disappointing that there was a setback 
during the year in the level of personal 
saving. High taxation, the security provided 
by our Welfare State and the continuous fall 
in the purchasing power of money all act as 
disincentives towards our reaching that level 
of personal saving which is so necessary for 
us to achieve if we are to attain the level of 
capital investment which the country needs 
so badly. 


SCOTTISH INDUSTRY AND AGRICULTURE 


Scottish industry generally made a good 
showing in 1955. It is very gratifying to 
hear of the record output achieved by our 
Shipbuilding Yards. The total output of 
the Clyde amounted to 486,000 tons gross 
valued at over £50 million, a postwar record. 
It is even more gratifying to know that the 
trend of recent years in regard to new orders 
has been reversed and that at the beginning 
of this year the gross tonnage of ships under 
construction or yet to be laid down—repre- 
senting three years’ work—showed an 
increase in excess of 200,000 gross tons over 
the corresponding figure at the beginning of 
last year. In addition, orders for some of 
the new tankers to be built by the big oil 
groups are expected and the prospects for 
our shipbuilding industry look favourable, 
provided no major labour problems arise. 


In agriculture also 1955 was a good year. 
Here I would like to repeat, in substance, 
what I said last year. I am sure all credit- 
worthy and efficient farmers will find that 
they have both the sympathy and support of 
their Bankers to enable them to maintain 
and expand their production. It is more 
essential than ever that we should increase 
to the utmost our home production of food. 
This year, however, I must add a note of 
caution. Farmers and owners of agricultural 
land are also expected to make their con- 
tribution to the solving of the country’s diffi- 
culties by postponing capital projects which 
will not immediately lead to increased pro- 
duction and are not absolutely essential at 
the present time. There are many projects 
which are, of course, very desirable in the 
long-term interests of the country but in 
times like these the emphasis has to be placed 
more on the short term. 


An increase in coal production would help 
the country more than anything else at the 
present time. We are still, however, falling 
short of our target and there is no prospect 
in sight of early improvement. Shortage of 
manpower is the main obstacle facing the 
industry. Productivity in terms of the 
numbers engaged at the coalface rose in the 
past year, but this has been more than offset 
by a reduction in the numbers actively 
engaged in winning the coal. There are still 
no signs that young men are being attracted 
to the industry in sufficient numbers to cover 
the normal wastage. It is tragic that we have 
to import annually some millions of tons of 
a raw material of which there are abundant 
supplies in our own island. 


THE ACCOUNTS 


Turning now to our own affairs, you will 
see that our Balance Sheet shows a strong 
liquid position. Our Deposits are lower than 
they were at the end of 1954, and while this 
is largely due to the policy of credit restric- 
tion there were also special factors which led 
to the withdrawal of deposits towards the 
end of the year. Although, therefore, the 


Deposit total was low at the end of 1955, 
the average of the resources available to us 
throughout the year, while lower than in the 
previous year, did not show the same pro- 
portionate fall as the difference between the 
figure at the end of 1954 and that at the 
end of 1955. 


Our Advances show a drop of approxi- 
mately £3,600,000 as compared with the 
figure of the previous year. The level of our 
Advances, one of our main earning assets, 
will of course continue to be influenced by 
the policy of credit restriction to which I 
have already referred. 


Our Investments in British Government 
securities at £44 million are set against a 
figure approximately £18 million higher at 
the end of 1954. As usual, these invest- 
ments appear at or under their market value 
at December 31st, the necessary provision 
for this having been made from our Inner 
Reserves for Contingencies. 


PROFIT AND DIVIDEND 


Our Profit for the year amounted to 
£640,936, compared with the equivalent of 
£600,328 for the calendar year 1954. The 
figure is arrived at after making the usual 
allocations to the Staff Pension and Widows’ 
Funds and after providing for all taxation 
and making transfers to Reserves for Con- 
tingencies, out of which provisions have been 
made for all Bad and Doubtful Debts, fluctu- 
ations in the value of Investments and other 
Contingencies. The taxation charge for the 
year is lower than it was in 1954 by reason 
of the reduction in the standard rate of 
income tax in the April Budget. This, how- 
ever, accounts only partly for the increase 
in Profit of £40,000, and I feel sure that you 
will consider the result of the year’s opera- 
tions as satisfactory, having regard to the 


increase in our expenses resulting from higher 
costs generally. 


The payment of a final dividend at the 
rate of 7 per cent actual, making 14 per cent 
for the year, will be recommended at the 
Annual Court of Proprietors on February 
21st. Of the remaining balance of Profit 
£100,000 has been allocated to our Published 
Reserve Fund, £100,900 to further strengthen 
our Reserves for Contingencies, and a sum 
of £133,527 is being carried forward. 


ASSOCIATED BANKS 


The businesses of our Associated Banks 
have also been well maintained and the con- 
solidated Profit of the Group for the year 
amounted to £859,543. The Group Profit 
shown in the previous year’s Accounts was 
£961,833, but the two figures are not strictly 
comparable as the 1954 figure included our 
own Profit for 14? months. 


The total Deposits of the Group amounted 
to just under £320 million and the Advances 
to approximately £1055 million as compared 
with figures of £359 million and £115 
million respectively at the end of 1954. The 
reductions in both items reflect the experi- 
ence of Banks generally. 


Like us, our Associated Banks show their 
Investments at or under their market value, 
and I do not think I need say anything else 
about the Group Accounts other than direct 
your attention to the very strong liquid posi- 
tion disclosed, which gives us justifiable 
cause for looking forward with reasonable 
confidence to the future. 


I Should like also to take this opportunity 
of recording the further progress made by 
Williams Deacon’s Bank, Ltd. in the expan- 
sion of its Branch system to areas where it 
has not hitherto been represented. This 
expansion must undoubtedly be to the long- 
term benefit of the Group 
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Progress on the buildings in which our 
new Branches in London at Mincing Lan: 
and Knightsbridge are to be situated has n 
been as rapid as originally envisaged, but w: 
anticipate that the Mincing Lane Branch wii 
be opened later this year, 


EXECUTIVE AND STAFF 


During the year Mr John Murray Praia, 
DSO, TD, BA, accepted an invitation *» 
become an Ordinary Director of the Ban<, 
and we have’ every confidence that he wil 
prove a worthy addition to our Board. 


Once again I have the greatest pleasure in 
expressing on behalf of the Directors their 
sincere appreciation of the support and 
valued services rendered to the Bank during 
the year by Mr Ballantyne, our Genera! 
Manager, by his Assistant General Managers, 
Mr White and Mr Dick, and by all th: 
Officials, Branch Managers and Staff 
throughout .the Royal Bank. Service. To 
them all I would like to say “ Thank you.” 


KOLOK 
MANUFACTURING 
COMPANY 


(Typewriter Ribbon and Carbon 
Paper Makers) 


RECORD PROFITS 


The forty-seventh annual general meeting 
of Kolok Manufacturing Company, Limited, 
was held on January 27th, at Tottenham, 
N.17, Mr E. S. Dumont, chairman and 
managing director, presiding. 


The following is an extract from his circu- 
lated statement: 


The net profit of the company for the year 
under review is £134,912 and the net profi 
of the Group £160,796 as compared with 
£126,017 and £144,003, respectively, for the 
previous year. These figures constitute 4 
new record. 


When the pension scheme was inaugurated 
employees were promised that Past Servic: 
Pensions would be augmented. This has 
now been effected by the payment of £18,753 
to the Insurers, 


We have purchased a factory previously 
rented by a subsidiary, as referred to in my 
statement last year. The capital commitmen* 
of £10,000 represents the approximate cos" 
of an extension to the factory of another sub- 
sidiary the present-area being inadequate ' 
deal with the current volume of orders. You: 
company has, since the close of the financi:! 
year, entered into a contract for the buildin 
of a further extension, the cost of which w: 
be approximately £35,000. 


We have recently formed a new comp2n 
to acquire the assets of a manufacturer an 
supplier of parts and accessories for offic: 
machinery. This venture, which opens up | 
new field for us will provide a service ° 
many of our present connections and friend 
in the Trade and should ultimately becom: 
a valuable addition to the Group. 


The financial strength of the Group h: 
been improved further, the surplus curre: 
assets over current liabilities amounting | 
£375,808 as compared with £358,893 for t 
preceding year. Stock in Trade has increas 
from £178,377 to £236,022 reflecting 
increase in turnover and output. In view « 


the commitments to which I have alreaiy 
referred and of the higher rate of dividen 
declared last year, your Directors do not pr 


pose any increase in the amount distribu':! 
for the year 


The report was unanimously adopted. 
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(Producers of Strip Steel, Bright Drawn Steel Bars, Wire and Stainless Steel) 
RECORD PRODUCTION AND PROFIT 
GOVERNMENT EXPENDITURE THE ROOT CAUSE OF INFLATION 
MR G. WILTON LEE ON EXCESSIVE TAXATION BURDEN 


The sixty-second annual general meeting 
of Arthur Lee & Sons Limited was held on 
January 27th at Sheffield, Mr G. Wilton Lee, 
TD, JP (chairman and managing director), 
presiding. 


The following is his circulated statement: 


I am pleased to report that the year under 
review has been the most successful in the 
Company’s history both from the point of 
view of production and of profit. 


In my Statement last year I referred to full 
order books in every department and to the 
prospect of full working throughout the year. 
That prospect indeed has been amply ful- 
filled and during the whole of the financial 
year our sales have been limited only by 
the physical difficulties of producing more 
and more. 


The Consolidated Profit and Loss Account 
gives details of the figures so I need only 
bring out the highlights. The Trading Profit 
and other income amounts to £1,020,780, 
which I am sure you will agree is a very satis- 
factory figure. We have arrived at this result 
for several very good reasons: 


1. We have enjoyed full order books 
throughout the year and every department 
has had record outputs. 

2. For the first time in our history we 
have not only had a record order load but 
coupled with it there has been almost enough 
raw material to satisfy us, certainly in 
quantity if not in quality. 

3. All the planning and money spent on 
development which we have carried out since 
the war has shown up to its full advantage. 

4. The subsidiary Companies have played 
their part and made a greater contribution 
than ever before. 

5. The excellent spirit that exists in the 
whole organisation whereby the operators 
have taken the opportunity offered to them 
and worked really hard. 


DIVIDENDS AND TAXATION 


You will see from the Accounts that after 
providing for taxation and deducting the 
profits retained by the subsidiary Companies, 
the net profit remaining to the Parent Com- 
pany is shown at £364,939. Bringing in the 
balance from the previous year and other 
credits results in a disposable balance of 
£467,019. An interim dividend on the 
Ordinary Stock of 4 per cent less tax was 
paid on June 21st last and the Directors now 
recommend a final dividend of 6 per cent 
less tax making 10 per cent less tax for the 
year, together with a bonus not subject to 
income tax of 24 per cent. After providing 
for these amounts and for the dividends on 
the Preference Shares, £252,632 is taken to 
reserve and the balance of £118,515 is carried 
lorward to next year. 


Our satisfaction with the profits achieved 
5 quickly tempered, however, when we reflect 
on the proportion which has to go in taxa- 
on. The amount to be set aside for taxa- 
tion, based on the profits for the year, is 
£513,368. 


I have referred to this excessive burden 
of taxation on industry on previous occasions. 
8oth Conservative and Labour politicians 
purport to deplore the growing inflation and 


continually exhort everyone else to do some- 
thing to stop it. Example is always better 
than precept and they would do the com- 
munity a greater service by tackling this 
problem at its roots, which lie in the high 
level of Governmental expenditure in relation 
to the National Income. 


Throughout its history your Company has 
progressed as a result of. a conservative divi- 
dend policy. Its earnings in past years have 
been in the main applied to renewals and 
replenishments of plant, to new enterprise 
in development of economy of production, 
and to keeping in the van of progress in 
quality of the products in the manufacture 
of which our name is renowned. 


No reasonable Industrialist objects to a 
fair and equitable level of income tax but 
profits tax, as such, is an evil thing—it is a 
penalty on enterprise. Profits in industry are 
the result of effort and should be its reward. 
It is right that people who take risks with 
their hard-earned savings should receive a 
fair return when times are prosperous. They 
have to take the knock when lean times come. 
Further, profits are necessary if full employ- 
ment is to continue. How else is future 
development to proceed since new capital 
must come from earnings ? I think it is 
necessary that all should get this question 
of profits into proper perspective. It should 
be borne in mind that buildings and new 
plant require finance of approximately four 
times the cost in 1939. With taxation taking 
50 per cent or more of earnings, profits must 
of necessity be high to take care of replace- 
ment, if full benefit is to be taken of inven- 
tion and improvement. The alternative is 
a steady decline in our competitive position 
vis-a-vis Overseas producers. 


During the year we have increased the 
Preference capital by £5,095, by selling to 
employees at par the outstanding balance of 
the “A” Preference Participating Shares. 
The demand for these shares was greatly in 
excess of the number available, but I am glad 
that a considerable number of employees now 
hold such shares in the Company. The great 
point about these shares is that they provide 
a minimum cumulative dividend of 5 per 
cent free of tax and the opportunity of par- 
ticipating in profits up to a maximum total 
of 10 per cent free of tax, which maximum 
has been paid for many years. Whilst perhaps 
these shares are to a certain extent a form 
of profit sharing, I feel that their main value 
is to underline the community of interests 
of the Company and its employees. 


Much is being said at present about profit- 
sharing schemes. In my view many of the 
profit-sharing schemes which are talked about 
are too remote from a man’s daily work. 
Incentives require to have a close personal 
impact and are far more effective in the form 
of bonuses additional to basic pay on a small 
group basis. When workers in a group get 
bonuses depending on the group output, they 
do not suffer gladly those who slow down 
production for they see closely the result of 
their efforts in the weekly pay packets. The 
incentive is greater where a man’s bonus can 
be directly tied to his own work. A large 
proportion of workers in our Company 
participate in output bonus schemes and 
approximately £200,000 has been paid to 


them in this form during the year. It is my 
belief that this method of up-to-the-minute 
recompense for increased effort is far more 
effective than a nebulous future dividend on 
a share holding and far preferable from the 
workers’ point of view. 


RESTRICTIVE PRACTICES 


Restrictive practices are much talked about 
these days, generally in regard to employers 
and usually by some irresponsible Trade 
Unionists, who are singularly silent about. 
restrictive practices by their fellow Trade 
Unionists. Fortunately, in your Company 
you have a fine body of employees who have 
great pride in their industry and keen interest 
in its progress. This can be said of the whole 
of the Steel Industry where industrial rela- 
tions are excellent, due in large measure to 
the wise leadership of the Iron and Steel 
Trades Confederation. It is to be hoped that 
the field of the proposed enquiry by the 


_Monopdlies Commission will be broad and 


impartial. 


RAW MATERIALS 


In the industries for which we cater, long 
term planning is likely to create increased 
demands for our products. Our greatest 
concern, however, is in regard to adequate 
supplies of raw material in the shape of 
billets, slabs, etc. During the past year, by 
constant effort and the co-operation of our 
home suppliers, together with considerable 
imports, we have been able to keep our plant 
working almost continuously. The serious 
exception is the shortage of certain special 
qualities of steel of relatively small tonnage 
but of extreme importance to the National 
Economy and particularly to the export trade 
in motor cars, cycles and the miscellaneous 
group of high value products. I would com- 
ment that more and urgent consideration 
should be given to remedy this constant 
shortage. The Iron and Steel Board, upon 
whom Parliament laid the duty of promoting 
the efficient supply of iron and steel products, 
has been of great assistance to the industry 
in co-operation with the British Iron and 
Steel Federation, and with their continued 
help we shall achieve even greater outputs in 
the coming year. 


DEVELOPMENT AND PROSPECTS 


We have new projects afoot, some of which 
will call for the expenditure of relatively large 
sums of money, fully justified by the state of 
our order books, which are full in every 
department, calling for maximum output for 
many months to come. 


DIRECTORS AND STAFF 


I am pleased to announce that Mr W. 
Clifford Long, Mr Frederick Brown and Mr 
T. M. Elliot, who have been Special Direc- 
tors of the Company for a number of years,’ 
have been appointed to the Board in recogni- 
tion of long and faithful service to the Com- 
pany. These appointments will come up for 
confirmation at the Annual General Meeting. 
As a result of these new appointments Mr 
J. B. Barber will become Secretary of the 
Company on February 1, 1956, and Mr A. B. 
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Maguire is promoted to the position of Chief 
Metallurgist. 


I close my remarks with an expression of 
thanks to my colleagues, to the executive 
staff and workpeople of all grades in the 
employment of your Company. We have 
a fine team, loyal and keen for progress. 
This I am sure is due to the close personal 
relationships which exist from the Board 
downwards, and the fact that although a 
public Company your business retains all the 
influences of the family business upon which 
the structure has been built. 


The report and accounts were adopted. 


THE STANDARD TRUST 


FURTHER PROGRESS 





The fifty-third annual general meeting of 
The Standard Trust, Limited, will be held 
on February 17th in London. 


The following is the circulated statement 
by the chairman, Mr Basil G. Ivory, CA: 


The Accounts now submitted give effect 
to the increase in the issued capital follow- 
ing the capitalisation of reserves approved 
at the Extraordinary General Meeting held 
last February and the subsequent rights 
issue to Ordinary Stockholders ; these capital 
changes should be borne in mind when com- 
paring this year’s figures with last year. 


Gross revenue rose by £52,614 to £274,903 
and after charging taxation, debenture 
interest, expenses and preference dividend the 
balance available for the ordinary capital was 
£106,050, representing earnings on the 
increased ordinary capital of 23.05 per cent. 
A final ordinary dividend of 124 per cent is 
recommended making, with the interim divi- 
dend of 4 per cent already paid, 16} per cent 
for the year, against a total dividend of 18 
per cent paid last year on the smaller capital. 


The Directors have transferred £25,000 to 
General Reserve, bringing this to £325,000, 
and the amount, carried forward is increased 
by £6,296 to £73,882. 


The Balance Sheet reflects a further im- 
provement in the market value of our invest- 
ments which at the close of the accounts 
showed an appreciation of 66 per cent com- 
pared with 59.87 per cent last year. 


PROPOSED SHARE OFFER 


Your Directors envisage continued demand 
for finance from industry, particularly in this 
country and anticipate favourable oppor- 
tunities for investment in excess of the 
reserves set aside out of the past year’s 
profits. In addition the American economy 
appears to offer opportunities for further 
investment in the light of the growth of 
population which calls for an expansion of 
American capital investment to meet the 
ensuing demands on industry. 


Accordingly, subject to permission of the 
Capital Issues Committee, it is the Board’s 
intention to issue a further 400,000 New 
Ordinary Shares of 5s. each which will be 
offered at par to Ordinary Stockholders in 
the proportion of one new Ordinary Share 
for every eight Ordinary Stock Units held 
at the close of business on February 1, 1956, 
ranking pari passu with the existing Ordinary 
Stock, except that they will not rank for the 
final dividend now recommended. 


It is estimated that the earnings on the 
capital as increased should be sufficient to 
maintain the present rate of dividend. 


When the interim declaration in respect of 
the current year is considered, your directors 
propose to reduce the disparity between the 
interim and final payments. 


THE UNION DISCOUNT 
COMPANY OF LONDON 
LIMITED 


AN EVENTFUL YEAR 


LORD KENNET ON EFFECTS OF 
NATIONAL MONETARY POLICY 


The annual general meeting of The Union 
Discount Company of London Limited will 
be held on February 23rd at the offices of 
the company, 39 Cornhill, London, E.C.3. 


The following is the statement by the 
chairman, The Right Honourable Lord 
Kennet of the Dene, PC, GBE, DSO, which 
has been circulated with the report and 
accounts : 


Last year in the discount market was 
eventful. To counteract inflation, national 
policy required a general restriction of credit. 
Bank rate became once more an active 
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of tender for treasury bills from 1% per cent, 
at which it stood at the beginning of the year, 
to 4 per cent, and for commercial bills in pro- 
portion. The supply of commercial bills in- 
creased, an increase reflected in the liability 
on commercial bills re-discounted which is 
shown in a note to the balance sheet. 


For many years to earn our profits we 
have held a stock of government bonds. In- 
cidentally we thereby serve the national 
economy by promoting a free market for 
them. The events mentioned caused a sharp 
fall in their value, which involved us as 
holders in commensurate loss. Part of the 
loss has become realised on sales. On the 
remainder, the loss will be made good if, and 
to the extent to which, the market recovers, 
and wholly if they are held to maturity, 
premiums having been, as ever, amortised. 


BOARD’S POLICY 


Under the circumstances the policy of 
your board has been to limit our liability to 
further loss by reducing our total holding of 
bonds, especially those 
of longer maturity ; 
and to promote busi- 
ness in bills. This 
policy is reflected in 
our accounts. Bills 
discounted stand at 
£197,907,261 in com- 
Parison with 





; __ Liabilities. £173,456,290 the pre- 
“ _ Capita (in £1 Units of Stock): £ £ vious year ; and British 
uthorised 3 Lk a Sta 7,500,000 2 
ca Sti 6es Government bonds 
mao. 2 2 ae Ss 2;456,000 (and a small amount of 
“3.000.000 other securities) stand 
PRoFitT AND Loss—Balance carried forward "878,223 at £63,428,166 =o 
sce Parison with 
8,878,223 93.555.5 
coe oomees aoe of the Comme? 250,732,824 £ > 960. 
EPOSITS, OTHER LIABILITIES AND RESERVE FOR aoe 
CONTINGENCIES ... wet whe A 12,519,359 All these securities 
Deposits BY SUBSIDIARIES ... rae ae 100,107 have been written 
PROPOSED FINAL DiVIDEND less Income Tax i down to market value. 
263,551,528 ¥ id f. thi 
NotEs: Oo provide tor 1S, 
(1) There is a contingent liability in respect of Bills Re- and to cover realised 
rere cs 1a" Treasury Bills) of £32,483,072 loss, a substantial 
(2) Income Tax suffered by deduction and now recover- transfer has been made 
able, less Profits Tax payable, has been included in from our reserve for 
Loans on Securities and Amounts Receivable. » such contingencies 
£272,429,751 This | fit 
CURRENT ASSET d 1 eaves on pro ; 
CasSH AT BANKERS AND IN HAND ... ond ant .- 5,789,184 an oss account a 
Bits DiscOuNTED less rebate and reserve nen” sinnie x ince OA balance for the year of 
Securities at Market Value: British Go t, British ; 390.9 i ; 
E ue: 1s. sovernment, ritus - 
Corporation, Public Board, Dominion and Colonial Govern- & 90, . = See ad 
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Unquoted : British Corporation and Public Board Mortgages 723,997 £505,308 in the pre- 
Loans on Securities and Amounts Receivable... aS .» 4,381,036 vious year. Our divi- 
272,229,644 dend, unchanged at 
HIKED ASSETS: . 12} per cent, needs 
SHARES IN SUBSIDIARIES at Cost... oan ‘ie i ise 100,107 ‘ all 
The net assets of Subsidiaries at 31st December, 1955, are £398,475. The ane 
represented by Deposits with the Company (per contra) difference of £7,538 is 
FREEHOLD PREMISES, including Furniture and Fittings, at cost, responsible for the 
less amounts written off and aa be cok oe 100,000 incite of that 
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£272,429,751 amount in our carry- 


39 CORNHILL, LONDON, E.C.3 


forward, to £878,223. 








weapon for the purpose, in an armoury 
equipped with other weapons also. After a 
preliminary rise from 3 per cent to 34 per 
cent on January 27th, there was a further 
and a big rise to 44 per cent on February 
24th. Credit was restricted all round. Money 
rates rose, and government securities fell, 
more or less in proportion to their time to 
—w the longer more and the shorter 
ess, 


Since money and credit are the raw 
materials of our business, and bills, and to a 
less extent bonds, are its stock in trade, the 
change for us was for the worse. The clear- 
ing banks raised by steps their minimum 
rates for a proportion of their loans to the 
market to 23 per cent on bills and bonds 
alike: and the market raised by steps its rate 


Cash at bankers and 
in hand stand at 
£5,789,184 in comparison with £5,294,324. 

There are many uncertainties in the future 
of national monetary policy. On the baro- 
meter which measures its ups and downs, 
the discount market is, as it were, the vernier 
at the top of the scale, which registers and 
magnifies the smallest change in_ the 
monetary weather, and the larger ones 
in proportion. So we have to be on 
the look out for squalls. But, to change the 
metaphor, ‘we may consider that our sails 
are trim. 


The year has needed initiative, activity and 
good will in policy and _ practice. 
thank our friends and customers fo! 
their willing co-operation, and our staf! 
for all their hard work and devotion, 
difficult times. 
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CASTLEFIELD (KLANG) 
RUBBER ESTATE, 
LIMITED 


MR ADDINSELL’S STATEMENT 


The forty-ninth annual general meeting of 
this company was held on January 23rd in 
London, Mr Jack Addinsell, chairman, pre- 
siding. 


Ihe following are extracts from his circu- 
lated statement for the year to June 30, 1955: 


The profit before taxation was {72,396, 
against £44,087 for the previous year, the 
increase being due mainly to the higher prices 
received for our rubber. The net proceeds 
from rubber increased by nearly 50 per cent, 
while the cost of producing the crop, exclud- 
ing export duty and cesses, was practica'ly 
the same as for last year on a slightly higher 
output. A more favourable settlement is now 
in process of agreement, as a result of which 
£13,205 has been released from the tax pro- 
vision in respect of previous years and £3,500 
from the provision on War Damage grants. 


AVELING-BARFORD 
LIMITED 


INCREASED TURNOVER 


The sixty-first annual general meeting of 
Aveling-Barford Limited was held on 
January 26th at Grantham, Mr Edward 
Barford, MC (Chairman and Joint Managing 
Director), presiding. 


The following is an extract from his circu- 
lated Statement for the year ended Septem- 
ber 30, 1955: 


During the financial year under review the 
turnover of the Group rose substantially, but 
increased costs and fierce competition, par- 
uicularly from Germany, have resulted in a 
slightly lower profit. 


Fortunately the reduced provision required 
for taxation this year allows again a sub- 
stantial appropriation to General Reserve. 


For four years now I have been stressing 
the growing threat to our export trade of 
competition from countries whose costs of 
production enable them to sell at prices that 
mean loss to us. I ask shareholders to read 
again what I said last year upon this vital 
matter, 


During the postwar years we have built 
up our export trade so that it is now 70 per 
cent of our total turnover, but much of it is 
being conducted ‘at totally uneconomic prices. 
To counter this position, arrangements have 
been put in hand to provide for indigenous 
manufacture of suitable products in certain 
countries. 


OVERSEAS ACTIVITIES 


In South Africa the purchase of a con- 
‘rolling interest in the old-established manu- 
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faxation on the year’s profits amounts to 
£31,363, leaving a net profit of £41,033, 
compared with £22,576; after the above- 
mentioned tax adjustments totalling £16,705, 
and bringing in a final War Damage payment 
of £559 and the balance from the previous 
year, there remains £76,399 for disposal. 
Your Directors recommend a dividend of 
17} per cent, absorbing £20,125 net. 


The crop at 2,323,538 lb showed an increase 
of 46,927 lb, and this would have been 
improved upon had it not been for temporary 
shortages of tapping labour, as well as abnor- 
mally wet weather conditions. 


Our replanting and new planting pro- 
grammes continue as planned. On Castle- 
field Estate 158 acres of old seedling rubber 
were replanted during the year with selected 
clonal seed, while at Bukit Benut Estate plant- 
ing of about 138 acres of newly acquired 
land and estate reserve, with ordinary seed, 
was completed ready for budding with 
approved clones during the current financial 
year. At the latter estate we have received 
title to a further 487 acres of State land, 380 


acres of which are already cleared for 
planting. 


facturing firm of E, W. Gray (Pty.), Ltd., will 
provide the facilities we shall require. This 
will be linked with our own selling company 
there and we have good hopes that this will 
be built into a valuable asset. 


In Australia a substantial financial interest 
has been acquired in British Standard 
Machinery Company, Limited, of Sydney, a 
well-established business with whom we have 
been associated for some years, and who 
have good production facilities and a selling 
network throughout the Dominion. 


The Government of India have granted a 
manufacturing licence for road rollers of our 
design in that country. It will be appreciated 
that these projects will take time to mature. 


Last year you were informed that we had 
purchased Goodwin Barsby and Company, 
Limited, of Leicester. This business is doing 
well and the advantages of the link up, par- 
ticularly in regard to export trade, should 
prove very considerable. 


LIQUID POSITION 


It will be noted that the liquid position of 
the company has much deteriorated during 
the year. This is due partly to the invest- 
ments mentioned above and partly to in- 
creased lock up in stocks due to expanded 
production and overseas activities. 


Treasury permission having been received, 
we have arranged to make an issue of 
£600,000 55 per cent Redeemable Debenture 
Stock 1974-76 to existing stockholders. It is 
anticipated that with this issue and the power 
which will be reserved to issue a further 
£300,000 of stock ranking pari passu there- 
with, the company’s resources should be 
sufficient for the foreseeable future. 


The report and accounts were adopted. 
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THE OUTLOOK 


The prospects for the immediate future 
are, on the whole, favourable, but it must be 
realised that substantial increases in labour 
wage rates became operative on October Ist 
(25 per cent for tappers, 18 per cent for field 
workers). 


With regard to the 600 acres of land sold 
to Petaling Tin Limited, it is hoped that we 
may have titles ready to transfer to the buyers 
early in 1956. Stockholders will be informed 
when the first instalment of the purchase 
price has been received by the Company 
and thereafter the Board will announce 
specific proposals for the disposal of the 
money. As you know, the purchase price 
of £180,000 is to be paid in instalments, 
£100,000 on transfer of titles and the re- 
mainder by four anual payments of £20,000. 
Your Directors have in mind a capital 
distribution to Stockholders of the first 
instalment of £100,000, the remainder to be 
employed in planting up the areas of State 
land we are acquiring at Bukit Benut Estate, 
which will more than replace the 600 acres 
sold to Petaling Tin Limited. 


The report and accounts were adopted. 


APEX (TRINIDAD) 
OILFIELDS 


The thirty-sixth annual general meeting 
of Apex (Trinidad) Oilfields Limited was 
held on January 25th in London, Mr 
Malcolm Maclachlan (the Chairman) pre- 
siding. 

The Chairman in submitting the accounts 
for the year ended September 30, 1955, said 
that net oil revenue, after provision for 
development and contingencies and depre- 
ciation of fixed assets, amounted to 
£1,459,000. 


After providing £838,000 for taxation in 
Trinidad and the United Kingdom, the net 
profit for the year was £683,000. 


The Directors recommended the payment 
of a final dividend of Is. 5d. free of income 
tax per 5s. unit of stock, making a total divi- 
dend for the year of ls. 8d. free of income 
tax, per unit of stock, on the issued capital 
of £1,100,000. 

Capital and reserves employed in the 
business now totalled £5,390,000 and current 
assets at £5,879,000 exceeded current liabili- 
ties and future taxation by £4,013,000. 


The production for the year amounted to 
3,023,000 barrels of crude oil and 3,922,000 
gallons of casinghead gasolene. 


During the year 122,094 feet were drilled. 
Fourteen wells were drilled in the Main 
Field, 3 in the South Quarry and 6 in the 
Synclinal area. 


It was satisfactory that the Company had 
been able to charge the whole of the deep 
drilling done in recent years against its 
profits and at the same time to build up a 
strong financial position for its operations 
in the future. The report was adopted. 


nnn nnn eae dt tty tEtddddsddSSnSSSS 


The Economist : Annual Air Subscription Rates 


Anglo-Egyptian Sudan: £5.10s. 
‘ustralia : £8.5s. (sterling) 
-anada : $21.50 or £7.14s. 
cast Africa: £5.5s. 

tgypt: £5.5s. Iran: £6 


Printed im Great Britain by St. Cirmenrs Press, Ltp.. 


at 22 Ryder Street, St. James's, 


Europe (except Poland) : £4.15s. 
Gibraltar, Malta: £3.15s. 
Hongkong : £7 

India & Ceylon : £6 


israel: £6 
Japan : £9 
Malaya: €6.15s. 


Iraq: £6 


New Zealand : £9 (sterling) 
Nigeria, Gold Coast : 


See Ua 


Pakistan : £6 

Rhodesia (N. & S.) : £5.10s, 

S. America and W Indies: £7.15s. 
Union of S. Africa: £5.10s. 

£5.5s. U.S.A. : $21.50 or £7.14s. 





. ! zs st Newspaper, Ltp. 
rtuval St.. Kingsway, London, W.C.2. Published weekly by THe Economist ’ : 
London > Wie Postaze on this issue: Inland 2d.; Overseas 2d.— Saturday, February 4, 1956. 


GFE INNS MRC LOPS IS SAND EEE 


RC PMR 


4 
ql 
; 
% 
# 
} 


! 


ic Sk maepapaeaes Wee SS mgr ic bee 


5 ici ARECLS ESI TGS PERL FAs DRL TRE aS ek 


Nae 





Peking Bee 
r 6 meer 


apg See abe ke ease le ee 


392 





THE ECONOMIST, FEBRUARY 4, 1956 

















“ 


} 


| 


— 


f 





HT 


PETROLEUM PRODUCTS 


Imagine a marine world 
without oil! 





Hard to do, isn’t it? Yet how much harder it would 

be to live in such a world. In the marine field alone, oil 
has contributed in so many essential ways. It has 
facilitated trade and commerce. It has drawn together 
the community of nations. It has helped people 
everywhere to live better, to progress and prosper. In 
supplying finer marine products to the peoples 

of 67 free nations, and through more than 350 world 
ports, Caltex has for years played a significant role 

in this dynamic industry. 


PARTNER IN PROGRESS 
IN 67 LANDS 





Serving Europe + Africa * Asia * Australia * New Zealand 











